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BUSINESS  OPPORTUNITY  AND  PROCURE- 
MENT OPPORTUNITY  FOR  WOMEN-OWNED 
SMALL  BUSINESS 


MONDAY,  OCTOBER  3,  1994 

House  of  Representatives, 
Committee  on  Small  Business, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  9:40  a.m.,  at  Beaver 
College,  Rose  Room,  Glenside,  Pennsylvania,  the  Honorable  Marjo- 
rie  Margolies-Mezvinsky  presiding. 

Ms.  Margolies-Mezvinsky.  I  believe  that  the  president  of  the 
college  would  like  to  say  something,  and  so,  I  am  going  to  wait 
until  she  comes  into  the  room,  because  she  has  been  so  extraor- 
dinary with  regard  to  helping  us  put  this  whole  thing  together,  and 
then  I  will  begin. 

I  would  like  to  introduce  Betty  Landman,  who  has  been  amazing 
and  is  the  president  of  Beaver,  and  I  believe  you  wanted  to  say  a 
couple  of  words. 

Ms.  Landman.  I  just  wanted  to  welcome  everybody  and  let  you 
know  how  very  pleased  we  are  that  you  are  all  here  with  us  today 
and  that  we  are  truly  privileged  to  have  a  field  hearing  on  such  an 
important  issue  in  a  college  which  is  the  5th-oldest  women's  college 
founded  in  this  country,  out  of  Beaver,  Pennsylvania,  a  college  that 
made  itself  available  to  women,  also,  even  in  this  century,  when  it 
was  one  of  the  first  ones  in  the  region  to  open  our  doors  to  all 
women  who  wanted  to  pursue  degrees  part-time.  So,  it  is  a  college 
that  has  reached  out  to  those  who  have  been  underserved  from  its 
founding. 

In  the  early  1980's,  we  had  the  largest  African-American  popu- 
lation in  a  nonhistoric  black  college  in  the  State.  So,  it  is  part  of 
our  tradition  to  make  sure  that  rights  and  privileges  are  open  to 
all,  and  so,  we  are  just  very  pleased  to  have  the  hearing  on  our 
campus  and  that  we  will  be  able  to  participate. 

Thank  you  very  much. 

Ms.  Margolies-Mezvinsky.  Thank  you.  Thank  you  for  having 
us. 

Today,  the  Committee  on  Small  Business  has  traveled  to  Beaver 
College  in  Glenside,  Pennsylvania,  to  take  a  real  look  at  small  busi- 
ness. 

We  will  be  receiving  testimony  on  the  realities  of  women-owned 
small  businesses.  The  purpose  of  this  hearing  will  be  to  examine 
the  progress  that  has  been  made  toward  increasing  business  oppor- 
tunity and  procurement  for  women-owned  small  businesses. 

(1) 


I  will  begin  with  an  opening  statement  and  then  ask  my  two  col- 
leagues who  have  joined  me,  whom  I  will  introduce,  if  they  would 
like  to  do  the  same. 

I  would  like  to  thank  Betty  Landman  again.  She  has  been  amaz- 
ing in  her  support  of  women  and  particularly  supportive  on  this 
issue. 

This  is  an  incredibly  historical  building,  as  you  can  tell,  and  it 
is  just  a  pleasure  to  be  here. 

The  hearing  and  the  Committee  on  Small  Business  on  the  issue 
of  capital  availability  and  business  opportunity  for  women-owned 
small  businesses  is  officially  called  to  order. 

I  am  grateful  that  my  good  friend.  Congressman  Floyd  Flake  of 
New  York,  was  kind  enough  to  join  us  at  this  hearing,  as  well  as 
my  good  friend  from  California,  Congresswoman  Lucille  Roybal-Al- 
lard,  who  shared  with  me  the  fact  that,  when  her  alarm  went  off 
at  5  a.m.  this  morning,  she  did  question  our  friendship. 

Ms.  Roybal-Allard.  True.  True. 

Ms.  Margolies-Mezvinsky.  These  fine  colleagues  of  mine  on  the 
Committee  on  Small  Business  have  been  leaders  in  helping  provide 
assistance  for  women-owned  businesses,  small  businesses  in  par- 
ticular. 

In  the  spring  of  1988,  under  the  direction  of  Chairman  LaFalce, 
who  has  also  been  a  leader  in  working  toward  providing  oppor- 
tunity for  women-owned  businesses,  the  Committee  on  Small  Busi- 
ness of  the  U.S.  House  of  Representatives  held  extensive  hearings 
on  the  contribution  that  women-owned  businesses  make  to  the 
economy. 

At  the  conclusion  of  the  hearings,  the  committee  issued  a  com- 
prehensive report  entitled  "New  Economic  Realities:  The  Rise  of 
Women  Entrepreneurs,"  which  led  to  the  passage  of  Public  Law 
100-533,  the  Women's  Business  Ownership  Act  of  1988. 

In  its  report,  the  committee  disclosed  that  small  business  gen- 
erally— this  is  a  quote. 

"Small  businesses  generally  cite  limited  access  to  capital  as  a  pri- 
mary deterrent  to  business  success.  Capital  is  essential  for  busi- 
ness formation,  expansion,  and  operating  expenses.  No  matter  how 
marketable  the  idea  or  how  capable  the  management  skills  of  the 
owner,  unless  an  emerging  business  has  sufficient  funds  available 
to  keep  it  running  imtil  it  can  generate  its  own  cash-flow,  it  is 
bound  to  fail." 

In  1994,  the  experiences  of  the  women  owners  are  no  different 
than  when  the  committee  first  conducted  its  inquiry.  Access  to  cap- 
ital and  credit  remain  among  the  most  significant  factors  in  deter- 
mining the  success  of  women-owned  businesses.  Lack  of  access  con- 
tinues to  be  the  most  likely  reason  for  failure  of  each  of  these  busi- 
nesses. 

Another  major  concern  for  the  committee  on  Small  Business  has 
been  that  of  procurement  opportunity  for  women -owned  small  busi- 
ness. 

Last  year,  women-owned  small  businesses  received  1.1  percent  of 
the  overall  $190  billion  in  Federal  contracts  awarded  that  year.  Of 
contracts  that  were  over  $25,000,  it  was  less  than  Ve  of  1  percent. 
Yet,  women  comprise  51  percent  of  the  population  and  approxi- 
mately 32.2  percent  of  all  business  owners. 


The  Chairman  of  the  committee,  John  LaFalce,  along  wdth  the 
Ranking  Minority  Member,  Jan  Meyers  of  Kansas,  have  been  great 
advocates  for  women's  goals  in  the  procurement  process. 

With  the  help  of  the  Chairman,  Jan  Meyers,  and  the  other 
women  members  of  the  Committee  on  Small  Business,  including 
Representative  Lucille  Roybal-Allard,  as  well  as  many  other  mem- 
bers of  the  committee,  including  Representative  Flake,  we  were 
able  to  introduce  and  unanimously  pass  a  5-percent  goal  for 
women-owned  small  businesses  in  the  Federal  procurement  proc- 
ess. 

This  bipartisan  effort  was  joined  on  the  Senate  side  with  another 
bipartisan  effort  led  by  Senators  Kay  Bailey  Hutchison  and  Carol 
Moseley-Braun  to  bring  to  pass  what  will  result  in  the  signing  into 
law  on  October  6,  1994,  of  the  Federal  Acquisition  Act  of  1994,  in- 
cluding this  5-percent  goal  for  women-owned  small  businesses,  and 
let  me  tell  you,  when  we  first  went  into  it,  it  was  simple:  They  said 
it  could  not  be  done. 

We  were  told  it  would  not  happen,  and  we  said  why?  This  can 
be  done,  this  is  only  a  goal,  and  it  happened.  It  happened  unani- 
mously on  the  committee,  and  it  was  kind  of  fun  for  me  on  the  day 
that  it  passed. 

It  is  with  this  background  that  I  look  forward  to  this  morning's 
discussion,  business  opportunity  and  procurement  opportunity  for 
woman-owned  small  businesses,  and  I  thank  you. 

I  would  like  to  tell  you  about  the  timetable.  We  will  be  here  until 
11:30.  So,  we  are  going  to  be  trying  to  hear  from  three  different 
panels,  with  questions. 

So,  we  will  try  and  move  it  along  as  quickly  as  we  can. 

I  would  like  to  ask  the  other  members  of  the  panel  if  you  have 
opening  statements. 

[Ms.  Margolies-Mezvinsky's  statement  may  be  found  in  the  ap- 
pendix.] 

Mr.  Flake.  Thank  you  very  much. 

It  is  truly  an  honor  and  a  pleasure  to  be  with  my  colleague,  the 
Honorable  Marjorie  Margolies-Mezvinsky,  here  at  Beaver  College, 
and  to  see  this  marvelous  facility  in  which  we  gather  to  discuss  one 
of  the  topics  that  I  believe  is  often  ignored  and,  if  not  ignored,  cer- 
tainly put  into  a  category  that  would  suggest  that  women  do  not 
have  the  capability  or  competence  to  be  able  to  manage  their  own 
business. 

I  thank  Ms.  Mezvinsky  for  her  spartan  effort  to  champion  the 
role  of  women  in  the  procurement  industry.  The  addition  of  her 
amendment  in  the  SBA  reauthorization  bill  grants  Congress  an  un- 
precedented opportunity  to  learn  about  the  needs  of  women  in 
small  businesses. 

As  an  individual  who  was  involved  in  small  businesses  as  an  Af- 
rican-American, I  can  attest  to  the  difficulties  in  getting  access  to 
capital  in  the  marketplace  for  women  and  minorities  is  extremely 
difficult. 

Therefore,  today,  I  fully  expect  to  hear  insightful  testimony  and 
commentary  regarding  the  procurement  and  capital  opportunities 
that  are  afforded  to  women  through  the  Small  Business  Adminis- 
tration and  other  Federal  agencies. 


I,  along  with  several  colleagues,  am  firm  in  the  belief  that  the 
Small  Business  Committee  has  a  duty  to  ensure  the  full  participa- 
tion of  women  in  American  enterprise,  and  in  all  Federal  Pro- 
grams. This  belief  is  compounded  by  the  fact  that  procurement  pro- 
grams in  the  Federal  Government  represent  golden  opportunities 
for  small  businesses. 

To  the  extent  that  the  Small  Business  Committee  can  expand  op- 
portunities for  women-owned  small  businesses,  I  offer  my  strongest 
support,  not  only  as  a  member  of  the  Small  Business  Committee 
but  also  as  a  member  of  the  Banking  Committee,  where,  in  many 
instances,  we  have  had  to  force  not  only  the  banks,  but  agencies 
of  Government  to  make  available  to  women  and  minority  busi- 
nesses the  same  levels  of  capital  that  they  have  provided  for  oth- 
ers. 

As  we  look  forward  to  the  104th  Congress,  I  would  like  to  extend 
my  continued  support,  and  recognize  the  efficacy  and  value  of  small 
business  in  general,  and  particularly  minority  and  women-owned 
businesses. 

This  is  important  as  we  consider  that  the  level  of  participation 
currently  granted  to  women-owned  businesses  is  far  below  the  level 
that  one  would  anticipate  given  the  number  of  businesses  that  are 
available. 

As  a  matter  of  fact,  I  would  suggest  that  the  misogynist  tones  of 
those  who  have  the  responsibility  for  granting  money  to  women  is 
of  such  a  nature  that  it  is  not  that  much  incompatible  with  that 
that  we  hear  from  the  rappers,  who  are  consistently  putting  women 
in  their  "place." 

I  would  like  to  thank  the  members  of  the  witness  panel.  I  would 
like  to  thank  my  colleagues  who  have  joined  together  in  this  hear- 
ing. 

I  am  certain  that,  as  we  move  forward,  again,  between  my  two 
roles,  that  we  will  be  able  to  make  a  difference,  a  significant  dif- 
ference in  the  quality  of  business  that  is  afforded  to  women,  the 
quality  of  business  that  we  will  be  able  to  see  women  perform,  and 
the  quality  overall  in  the  nature,  tenure,  and  the  attitude  of  those 
who  believe  that  women  are  good  business  partners  and  good  busi- 
ness persons. 

Thank  you  very  much.  I  yield  back  the  balance  of  my  time. 

Ms.  Margolies-Mezvinsky.  Thank  you.  Congressman  Flake. 

Congresswoman  Roybal-Allard? 

Ms.  Roybal-Allard.  Thank  you  very  much. 

My  comments  will  be  brief,  because  I  know  we  are  anxious  to 
hear  the  testimony,  but  I  would  like  to,  first  of  all,  say  that  I  can 
think  of  no  better  place  to  have  this  hearing  than  in  Congress- 
woman  Marjorie  Margolies-Mezvinsky's  district. 

I  think  she  was  modest  in  her  opening  statement,  because  the  re- 
ality is  that  she  was  the  leader  in  making  sure  that  the  goals  for 
women  were  put  into  the  legislation.  Without  her,  it  would  not 
have  happened. 

She  was  the  one  that  negotiated  with  the  Republican  side  of  the 
committee,  and  it  was  really  through  her  efforts  that  we  were  suc- 
cessful in  getting  that  accomplished. 


Also,  she  was  very  instrumental  in  making  sure  that  the  Na- 
tional Women's  Business  Council  was  not  eliminated  and  that  their 
work  will  continue. 

She  has  been  not  only  a  leader  but  a  very  effective  leader  in 
making  sure  that  the  needs  of  women  and  minorities  are  a  part  of 
the  overall  reorganization  and  reauthorization  of  legislation. 

It  is  a  pleasure  to  be  here  with  you,  and  I  look  forward,  certainly, 
to  working  with  you  in  the  future. 

Ms.  Margolies-Mezvinsky.  Thank  vou  very  much. 

The  full  submitted  testimony  of  each  witness  will  be  entered  into 
the  record.  However,  in  the  interest  of  time,  we  ask  that  the  wit- 
nesses try  to  summarize  their  testimonies  and  limit  their  remarks 
for  5  minutes.  Thank  you  very  much. 

We  will  begin  the  hearing  with  our  first  witnesses,  and  why  don't 
we  start  with  Lynn? 

TESTIMONY  OF  LYNN  OZER,  VICE  PRESIDENT,  CORESTATES 

BANK 

Ms.  OzER.  Good  morning,  Congresswoman  Marjorie  Margolies- 
Mezvinsky,  Congressman  Flake,  and  Congresswoman  Roybal-Al- 
lard. 

My  name  is  Lynn  Ozer.  I  am  a  vice  president  at  CoreStates 
Bank,  N.A.  I  am  presently  the  manager  of  the  unit  responsible  for 
the  U.S.  Small  Business  Administration  loans. 

Prior  to  this  position,  I  held  the  same  responsibilities  at  Bucks 
County  Bank  for  12  years  and,  before  that,  I  worked  for  5  years 
as  a  loan  officer  at  the  Small  Business  Administration. 

I  am  currently  on  the  Board  of  Directors  of  the  National  Associa- 
tion of  Government  Guaranteed  Lenders,  the  national  trade  asso- 
ciation for  institutions  involved  with  the  programs  of  the  Small 
Business  Administration,  and  on  the  Board  of  the  Keystone  Small 
Business  Assistance  Group,  a  certified  development  company  pri- 
marily responsible  for  administering  the  SBA's  504  lending  pro- 
grams. 

Through  my  career,  I  have  dealt  with  many  women  business 
owners  in  their  quest  for  capital.  I  am  here  to  discuss  my  percep- 
tions of  women's  ability  to  access  financing. 

From  my  vantage  point,  I  do  not  think  that  women  are  discrimi- 
nated against  by  lending  institutions  because  they  are  women.  I 
think  this  is  a  perception  problem  on  the  part  of  women. 

Lending  institutions  are  anxious  to  make  women  loans.  They  are 
not  anxious  to  make  loans  to  uncreditworthy  businesses.  Small 
businesses  in  general  are  more  challenging  tc  lend  to. 

I  have  found  that  women  tend  to  present  better  loan  proposals 
demonstrating  more  serious  due  diligence  and  preparation  than 
their  male  counterparts. 

Banks  do  have  capital  to  lend  but  are  subject  to  internal  and  ex- 
ternal audits  along  with  regulations  with  which  to  conform.  Cap- 
ital, collateral,  repayment  capabilities,  and  management  com- 
petence must  be  demonstrated. 

Small  and  new  businesses  have  trouble  meeting  all  of  these  cri- 
teria, which  contribute  to  the  difficulty  of  the  owners'  experience 
when  trying  to  access  capital.  These  criteria  apply  to  all  business 
owners,  not  just  to  women. 


Women  business  owners  typically  complain  that  they  cannot  get 
a  loan  without  their  husband's  signature. 

The  truth  is  the  bank  ends  up  with  the  wives'  signatures  on  the 
majority  of  small  business  loans  when  the  man  is  the  owner,  so 
that  valid  liens  can  be  placed  on  the  personal  assets,  specifically 
residential  real  estate,  which  is  offered  because  it  is  often  nec- 
essary to  collateraize  small  business  loans,  especially  in  service- 
type  businesses  where  there  are  no  hard  business  assets  per  se. 
Many  women  own  service-type  businesses,  so  outside  collateral  will 
more  likely  be  required.  Service  companies  are  more  difficult  to  fi- 
nance because  of  this  fact,  not  because  they  are  women. 

Capital  investment  in  the  business  is  an  important  factor  in  the 
bank's  decision  process.  Women  may  have  difficulty  raising  an  ini- 
tial lump  sum  of  capital  to  form  a  strong  enough  base  upon  which 
to  borrow  from  a  bank.  The  loans  that  are  guaranteed  by  the  Gov- 
ernment address  some  of  these  issues  and  offer  the  banks  tools  to 
help  them  lend  to  these  small  business  owners,  who  are  often 
women. 

My  bank  has  responded  to  the  small  business  person's  lack  of  ex- 
pertise in  accessing  capital  by  developing  a  brochure  entitled  "A 
Guide  to  Business  Loans."  It  was  created  in  our  outreach  effort  and 
is  extremely  user  friendly.  It  is  a  step-by-step  procedure  outlining 
the  loan  application  process  and  details  how  the  bank  actually  ana- 
lyzes the  information  that  is  provided. 

I  deal  with  loan  programs  every  day  which  are  available  through 
the  bank  in  conjunction  with  the  U.S.  Small  Business  Administra- 
tion. The  most  widely  utilized  program  is  the  SBA  7(a)  lending  pro- 
gram. 

Under  certain  guidelines,  a  lending  institution  can  loan  money  to 
a  small  business  concern  and  obtain  a  guaranty  from  the  Govern- 
ment for  anywhere  from  70  to  90  percent  of  the  loan  amount. 

This  program  assists  the  bank  in  lending  money  under  cir- 
cumstances which  would  ordinarily  fall  outside  of  normal  credit 
policies,  allowing  the  bank  to  make  loans  to  less-than-ideal  credit 
risks.  These  7(a)  loans  can  be  made  for  working  capital,  inventory, 
or  capital  asset  expenditures. 

The  SBA  500  Program  is  strictly  for  the  purchase  of  long-term 
capital  assets.  The  program  is  administered  through  the  develop- 
ment companies  who  are  certified  by  the  SBA  to  act  as  their  agents 
in  that  program. 

Briefly,  a  small  business  can  borrow  money  to  purchase  a  build- 
ing or  equipment  by  putting  up  only  10  percent  of  the  project  cost, 
with  the  certified  development  company,  in  conjunction  with  the 
SBA,  providing  40  percent  and  the  lending  institution  providing  50- 
percent  in  the  first  position. 

These  are  only  two  of  many  specialized  lending  programs  which 
exist  to  address  deficiencies  commonly  found  in  small  businesses 
which  create  the  barriers  to  accessing  capital. 

The  Small  Business  Administration  just  started  a  specialized 
loan  program  specifically  for  women  entitled  "Women's  Pre-Quali- 
fication  Pilot  Loan  Program."  This  program  literally  walks  a 
woman  through  the  entire  loan  process  to  alleviate  any  fears  or 
misconceptions  women  have  about  applying  for  a  loan,  including 
documentation  preparation,  application  and  analysis,  presentation 


to  the  Small  Business  Administration,  and  assisting  the  women  to 
select  a  lending  institution. 

As  a  lender,  I  look  forward  to  working  with  women  entre- 
preneurs and  certainly  feel  that  the  lending  institutions  that  I  have 
and  now  represent  encourage  lending  to  women. 

Thank  you. 

[Ms.  Ozer's  statement  may  be  found  in  the  appendix.] 

Ms.  Margolees-Mezvinsky.  Thank  you,  Ms.  Ozer. 

Our  next  witness  is  Ms.  Susan  Myrtetus  McCann.  She  is  the  Re- 
gional Administrator  of  the  SBA,  SEA  Programs.  She  will  be  dis- 
cussing today,  we  hope,  programs  designed  to  help  women-owned 
small  businesses. 

Susan. 

TESTIMONY  OF  SUSAN  MYRTETUS  McCANN,  REGIONAL 
ADMINISTRATOR,  SBA 

Ms.  McCann.  Good  morning,  Mr.  Chairman  and  members  of  the 
committee.  As  Congresswoman  Mezvinsky  mentioned,  I  am  Susan 
Myrtetus  McCann  with  the  Small  Business  Administration. 

I  am  going  to  address  access  by  women-owned  small  businesses 
to  capital  and  Federal  procurement  opportunities.  I  am  especially 
pleased  to  comment  on  this,  because  these  are  a  subject  of  a  special 
focus  at  the  SBA  right  now. 

Historical  data  at  the  SBA  states  that  only  approximately  10  to 
12  percent  of  SBA  loans  and  loan  guarantees  have  gone  to  women- 
owned  businesses. 

When  we  consider  that  women-owned  businesses  constitute  ap- 
proximately one-third  of  all  small  businesses  and  that  women  are 
entering  business  at  a  faster  rate  than  their  male  counterparts, 
these  figures  looked  especially  dismal. 

However,  because  we  are  not  privy  to  data  on  loan  activities  un- 
dertaken by  our  lending  partners,  which  are  banks  and  nonbank 
lenders,  we  did  not  know  why  women-owned  businesses  are  under- 
represented  in  SBA's  loan  data,  in  our  loan  portfolio. 

None  the  less,  to  help  address  this  credit  shortfall,  the  SBA  has 
made  a  commitment  to  increasing  our  lending  activities  with 
women  business  owners. 

As  part  of  former  Administrator  Bowles'  contract  with  each  dis- 
trict office  and  each  district  director,  goals  for  loans  to  women  busi- 
ness owners  were  established  to  ensure  that  women  receive  their 
fair  share  of  SBA  loan  guarantees. 

The  SBA  has  also  initiated  a  Women's  Pre-Qualification  Pilot 
Loan  Program,  which  Lynn  mentioned. 

In  this  program,  if  the  SBA  determines  that  a  loan  application 
from  a  women  is  creditworthy,  the  SBA  will  issue  a 
prequalification  letter  that  the  business  owner  may  take  to  her 
lender  stating  that  the  SBA  is  prepared  to  offer  the  agency's  guar- 
anty for  the  loan. 

What  we  are  actually  doing  is  qualifying  the  applicant  up  front 
and  opening  the  door  for  many  women  to  obtain  much-needed  cap- 
ital. 

The  prequalification  program  is  being  piloted  here  in  the  Phila- 
delphia area,  along  with  15  other  cities  across  the  country. 


8 

Although  the  Philadelphia  pilot  is  just  2  weeks  in  the  works,  na- 
tionwide, as  of  September  28th,  we  had  received  approximately  250 
applications  for  prequalification  approval. 

We  have  issued  approximately  150  prey-qualification  letters  and 
have  issued  guarantees  under  the  7(a)  Program  for  85  prequalified 
loans,  with  a  total  value  of  approximately  $9.1  million  to  women- 
owned  small  businesses. 

In  addition,  women  have  enjoyed  a  high  percentage  of  participa- 
tion in  the  SBA's  new  low-documentation  loan  program,  which  is 
called  LowDoc. 

For  loans  up  to  $50,000,  the  lender  needs  to  submit  only  one 
piece  of  paper,  which  is  both  the  applicant's  loan  application  and 
the  lender's  request  for  an  SBA  guarantee.  For  loans  up  to 
$100,000,  a  few  additional  pieces  of  paper  are  necessary. 

LowDoc  loan  statistics  through  September  23,  1994  show  that 
women-owned  businesses  have  received  29  percent  of  the  total 
number  of  LowDoc  loans.  That  is  1,503  loans  out  of  a  total  of  5,175 
loans  and  26  percent  of  the  total  LowDoc  loan  dollars,  $73.5  million 
of  the  $279  million. 

In  the  Philadelphia  District  Office,  where  this  program  has  only 
been  in  eff'ect  since  June,  almost  50  percent  of  the  LowDoc  loans 
are  going  to  women. 

Because  of  the  limited  amount  of  paperwork  necessary  and  the 
quick  turnaround  time  by  the  SBA — ^usually  less  than  3  days — 
lenders  are  more  encouraged  to  make  loans  under  $100,000. 

Women  clearly  benefit  from  this  program,  because  many  women 
businesses  need  under-$  100,000  loans,  and  in  the  past,  these  loans 
have  been  very  expensive  for  banks  to  make  to  women  business 
owners  with  the  SBA  7(a)  guaranty. 

We  also  have  our  Microloan  demonstration  program,  which  pro- 
vides loans  up  to  $25,000  through  intermediaries.  Here  in  Philadel- 
phia, it  is  the  Ben  Franklin  Technology  Center. 

Women-owned  businesses  have  received  approximately  43  per- 
cent of  all  the  Microloans  made  since  its  beginning  in  1992.  That 
is  824  loans  of  the  1,911  that  have  been  made. 

So,  programs  like  the  LowDoc  and  like  the  Women's  Pre-Quali- 
fication  Pilot,  coupled  with  our  strong  commitment  to  better  serve 
the  borrowing  needs  of  women  business  owners,  have  already 
caused  a  measurable  overall  impact  on  SBA  loan  figures. 

As  of  September  28,  loans  to  women-owned  businesses  represent 
20  percent  of  the  total  number  of  loans  approved  and  14  percent 
of  the  total  loan  approval  dollars,  which  is  approximately  $1.1  bil- 
lion of  the  approximate  $7.9  billion  in  the  SBA's  7(a)  loan  portfolio. 

In  1992,  only  2,000  loans,  or  8  percent,  were  made  to  women; 
1993,  3,880,  or  14  percent.  So,  I  think  the  6,800  is  a  significant  in- 
crease over  the  previous  2  years. 

We  are  very  gratified  by  the  increase  in  our  loan  activity  in  the 
7(a)  Program,  as  well  as  our  loan  programs,  and  expect  additional 
improvement  in  the  years  to  come. 

In  the  area  of  accessibility  of  Federal  procurement  opportunities 
to  women-owned  businesses,  the  SBA  has  found  that  women-owned 
businesses  receive  a  disproportionate  share  of  opportunities,  as 
Congresswoman  Margolies-Mezvinsky  had  mentioned. 


In  Fiscal  Year  '92,  only  approximately  1.6  percent  of  the  total 
Federal  prime  contract  dollars  went  to  women-owned  businesses. 
In  Fiscal  '93,  this  figure  rose  only  to  1.8  percent,  and  if  we  include 
subcontract  awards,  the  figures  are  only  2  or  3  percent  for  '92  and 
'93. 

We  have  long  recognized  that  women  need  to  be  better  rep- 
resented in  these  figures,  and  to  this  end,  for  the  past  several 
years,  we  have  worked  with  Federal  agencies  to  establish  voluntary 
annual  procurement  targets  for  prime  and  subcontracts  awards  to 
women-owned  businesses. 

However,  substantial  gains  will  be  made  thanks  to  Congress- 
woman  Mezvinskys  leadership  in  making  sure  that  the  procure- 
ment reform  legislation  the  President  is  about  to  sign  includes  a 
5-percent  govemmentwide  goal  for  women-owned  businesses. 

In  addition,  SBA  has  also  recently  implemented  a  pilot  program 
specifically  designed  to  increase  the  Federal  procurement  dollars 
awarded  to  women-owned  businesses. 

Under  this  pilot,  we  will  be  working  closely  with  10  Federal  de- 
partments and  agencies  to  conduct  outreach  efforts  and  to  partici- 
pate in  training  to  identify  and  enlarge  the  pool  of  women-owned 
businesses  who  are  interested  in  doing  business  with  the  Federal 
Government. 

We  will  also  provide  counseling  on  doing  business  with  particular 
agencies  and  will  also  provide  marketing  assistance  to  these 
women. 

The  SBA  recognizes  that  women-owned  businesses  are  an  impor- 
tant segment  of  the  small  business  population  and  has  made  a 
strong  commitment  to  improving  the  access  that  women  business 
owners  have  to  both  loans  and  procurement  opportunities. 

Thank  you. 

[Ms.  McCann's  statement  may  be  found  in  the  appendix.] 

Ms.  Margolies-Mezvinsky.  What  I  would  like  to  do  is  kind  of— 
if  you  do  not  mind,  I  am  going  to  shift  the  rules  in  midstream. 

Our  next  panelist  is  Nina  Brown,  who  is  president  of  the  Wom- 
en's Collateral  Funding,  Incorporated.  It  is  a  private-sector  initia- 
tive to  provide  collateral  for  women  to  start  and  expand  businesses. 

If  you  could  do  me  a  favor  and  just  sum  up  your  statement — and 
we  will  enter  the  entire  statement  into  the  record — I  would  appre- 
ciate it,  because  if  we  do  not,  we  will  not  have  any  time  for  ques- 
tioning, and  I  think  that  that  is  unfair. 

I  would  also  like  to  recognize  Patricia  Hennessey,  who  is  here 
from  the  Small  Business  Committee  staff,  and  thank  her  very 
much  for  coming. 

Ms.  Brown. 

TESTIMONY  OF  NINA  BROWN,  PRESIDENT,  WOMEN'S 
COLLATERAL  FUNDING,  INC. 

Ms.  Brown.  Thank  you  very  much. 

I  am  particularly  pleased  to  be  at  Beaver  College,  because  I,  like 
many  other  women,  began  my  educational  career  in  mid-life  and 
graduated  from  Bryn  Mawr  College  in  1990.  I  think  it  is  relevant 
to  my  testimony,  because  when  I  graduated  with  distinction,  I 
found  that,  when  looking  for  employment  for  3  years,  that  it  was 
a  very  difficult  process  due  to  the  fact  that  I  am,  in  many  cases, 
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overqualified  for  the  entry-level  position,  qualified  for  a  managerial 
position,  but  do  not  have  traditional  experience. 

So,  from  my  perspective,  there  is  an  underutilized  economic  re- 
source in  this  country,  and  that  is  represented  by  me,  perhaps. 

Ms.  Margolies-Mezvinsky.  We  have  heard  this  from  a  lot  of 
women. 

Ms.  Brown.  Yes.  It  is  the  direct  reason  why  I  began  my  com- 
pany. It  was  suggested  to  me  that  one  of  the  things  that  I  had  not 
taken  into  consideration  was  starting  my  own  business. 

So,  I  did,  indeed,  take  that  risk  on — and  I  emphasize  the  word 
"risk" — and  created  a  company  to  provide  access  to  capital  for 
women-owned  businesses. 

I  think  that  there  are  several  reasons  why  collateral,  in  my  opin- 
ion, is  one  of  the  most  profound  concerns  for  women  in  this  coun- 

One  reason  is  that  women,  in  many  instances,  do  not  have  assets 
such  as  real  estate.  Perhaps  they  have  gone  through  a  divorce  and 
they  did  not  receive  the  house  in  the  distribution,  or  perhaps  they 
married  an  entrepreneurial  husband,  which  very  often  happens, 
and  he  has  already  pledged  the  house,  or  in  the  worst-case  sce- 
nario, perhaps  he  is  not  quite  sure  that  she  is  serious  and  will  not 
pledge  the  house. 

From  my  perspective,  this  is  a  tragedy  for  three  reasons. 

First,  is  that  the  woman,  who  very  often  has  an  extraordinary 
business  opportunity,  will  not  be  able  to  create  a  banking  relation- 
ship with  a  traditional  lending  source.  Banks  are  handicapped  be- 
cause of  regulations  and  are  most  often  not  able  to  accept  her  loan 
request  without  collateral. 

Second,  is  that,  she  will  not  get  the  loan,  and  she  will  not  expand 
her  business,  and  the  trickle-down  effect  in  our  economy  will  not 
take  place. 

Third,  and  the  one  I  think  you  are  particularly  interested  in — 
is  the  impact  on  the  economy. 

My  premise  is  that  our  company,  Women's  Collateral  Funding 
Inc.,  which  provides  collateral  for  women  in  consideration  of  an  eq- 
uity position,  is  going  to  change  the  national  economy.  The  jus- 
tification for  that  statement  is  that,  if  small  business  drives  the 
economy,  if  women  are  the  fastest-growing  segment  of  the  economy, 
if  access  to  capital  is  the  most  difficult  problem  they  encounter,  and 
if  collateral  is  the  biggest  problem  in  that  arena,  and  if  we  have 
a  creative  solution,  then,  indeed,  we  are  going  to  change  the  na- 
tional economy. 

I  think,  in  summation,  there  are  two  risk-takers  that  can  solve 
this  problem.  The  first  which  you  would  naturally  expect,  is  the 
community  of  venture  capitalists,  and  in  our  case,  venture 
collateralists,  and  the  second  risk-taker  is  the  country. 

I  commend  you  all  for  being  here,  because  I  think  that  the  coun- 
try does  need  to  take  this  risk.  The  result  of  taking  the  risk  will 
be  expansion  of  our  economy.  I  feel  it  profoundly. 

So,  I  acknowledge  you,  I  thank  you  very  much  for  this  oppor- 
tunity, and  whatever  you  can  do  through  the  SBA,  support  of  pro- 
grams such  as  prequalification  and  LowDoc,  I  commend  it.  It  cer- 
tainly is  one  very  fast  way  to  turn  this  economy  around. 

Thank  you. 
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[Ms.  Brown's  statement  may  be  found  in  the  appendix.] 
Ms.  Margolies-Mezvinsky.  Thank  you  very  much,  Ms.  Brown. 
Our  next  witness  Ms.  Carol  WiUiams  of  the  Ben  Frankhn  Tech- 
nology Center.  That  is  an  SBA-sponsored  program,  enterprise  and 
growth  fund,  as  Susan  McCann  mentioned,  and  if  you  can  just  give 
us  a  real  quick  summation — and  we  will  enter  your  entire  testi- 
mony into  the  record — if  vou  could  give  us  a  quick  summation,  it 
would  be  great,  because  then  we  will  ask  some  questions,  and  will 
the  next  panel  please  think  of  your — be  prewamed — please,  think 
of  your  statements  in  a  capsule. 

TESTIMONY  OF  CAROL  WILLIAMS,  BEN  FRANKLIN 
TECHNOLOGY  CENTER 

Ms.  Williams.  I  am  Carol  Williams.  I  work  for  the  Ben  Franklin 
Technology  Center,  and  I  manage  the  Enterprise  Growth  Fund, 
which  is  a  low-income  minority-  and  female-owned  access  program 
for  lending. 

We  provide  loans  to  individuals  who  traditionally  find  it  difficult 
to  obtain  funding  from  traditional  means  due  to  problems  with 
credit  and/or  collateral,  or  due  to  insufficient  business  experience. 

We  provide  technical  assistance  to  these  borrowers  as  well.  In 
our  opinion  there  would  be  more  dollars  allocated  to  our  SBA  grant 
to  fund  technical  assistance,  both  prior  to  and  after  funds  are  dis- 
bursed to  the  borrower. 

Ms.  Margolies-Mezvinsky.  Thank  you. 

Ms.  Williams.  You  are  welcome. 

Ms.  Margolies-Mezvinsky.  Give  us  a  little  summary.  How 
many  people  have  you  served,  and  how  many  people  do  you  turn 
down? 

Ms.  WiLLL\MS.  We  have  received  63  applications.  Of  those,  we 
have  approved  18.  We  have  turned  down  11  loans.  The  others  rep- 
resent persons  who  had  withdrawn  their  requests. 

Ms.  Margolies-Mezvinsky.  Ms.  McCann,  in  your  testimony  you 
say  that,  in  areas  where  the  pilot  is  operating,  the  women  business 
owners  will  be  referred  first  to  a  nonprofit  organization  that  will 
provide  assistance  in  preparing  the  loan  application.  Who  are  these 
nonprofit  organizations? 

Ms.  McCann.  For  instance,  in  the  Philadelphia  area,  it  is  the 
Women's  Opportunity  Resource  Center  and  the  Philadelphia  Com- 
mercial Development  Corporation.  In  other  areas  of  the  country. 
Small  Business  Development  Centers  perform  the  service  as  well 
as  other  nonprofits  similar  to  those  in  Philadelphia. 

Ms.  Margolies-Mezvinsky.  Ms.  Ozer,  how  many  of  the  loan  offi- 
cers in  your  bank  are  men,  how  many  are  women? 

Ms.  Ozer.  In  the  area  of  the  small  business  loans,  loans  under 
$5  million?  Is  that  what  you  are  talking  about?  I  have  to  qualify 
this  by  saying  that  I  have  been  an  employee  at  CoreStates  Bank, 
N.A.,  for  just  the  last  2  months,  and  I  do  not  know. 

In  Bucks  County  Bank,  there  were  four  women  and  five  men. 

Ms.  Margolies-Mezvinsky.  You  can  get  us  that  number — we  are 
not  going  to  hold  you  to  this — but  if  you  could  get  us  that  number, 
I  would  be  interested. 

Ms.  Ozer.  OK 
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Ms.  Margolies-Mezvinsky.  Does  your  bank  funnel  loans  to  you 
to  go  through  the  SB  A  process? 

Ms.  OZER.  My  responsibility  is  to  handle  all  of  the  loans  that 
come  into  the  bank,  that  we  do  through  the  SBA. 

Ms.  Margolies-Mezvinsky.  Is  there  an  active  effort  made  to 
reach  out  to  the  community  and  make  sure  that  the  knowledge  is 
out  there  that  they  are  available? 

Ms.  OzER.  Absolutely. 

Ms.  Margolies-Mezvinsky.  How  is  that  done? 

Ms.  Ozer.  I  individually  go  and  speak  at  business 
prequalification  seminars.  It  is  done  through  SCORE,  where  they 
have  to  have  a  representative  from  a  bank,  and  I  have  spoken  at 
numerous  SCORE  meetings  for  these  prequalification  programs. 

I  speak  at  Chamber  meetings,  I  speak  at  women's  groups,  I 
speak  in  colleges  and  so  forth  to  get  the  word  out  there  that  we 
do  make  loans  to  small  businesses  and  women-owned  businesses. 

CoreStates,  as  well  as  my  former  employer,  Bucks  County  Bank, 
has  specific  departments  for  small  business  lending  and  actively 
support  all  the  small  programs,  and  that  is  how  we  get  that  infor- 
mation to  small  business  owners  via  the  media,  and  so  forth. 

Ms.  Margolies-Mezvinsky.  Mr.  Flake. 

Mr.  Flake.  Madam  Chair,  I  will  yield  to  Ms.  Roybal-Allard  first, 
and  then,  if  there  is  time,  I  will  ask  questions.  Otherwise,  I  will 
wait  for  the  next  panel. 

Ms.  Roybal-Allard.  I  was  interested  in  Ms.  Ozer's  statement 
that  she  sees  no  discrimination  by  lending  institutions  against 
women  when,  over  and  over  again,  women  who  are  actual  entre- 
preneurs trying  to  start  a  business  are  experiencing  the  exact  oppo- 
site. I  think  Ms.  Brown  touched  on  one  of  the  issues.  If  banking 
institutions  are  talking  about  their  existing  regulations  and  the 
way  they  have  evaluated  things,  which  could  potentially  go  back 
50,  75,  or  100  years,  and  that  same  criteria  is  applied  across  the 
board,  perhaps,  from  your  perspective,  it  is  done  equally.  However, 
when  you  consider  the  changes  in  our  society  and  some  of  the  is- 
sues that  Ms.  Brown  brought  up  about  the  difficulties  that  women 
have  because  our  society  is  changing,  because  women  now  have  a 
different  life  than  they  did  in  the  past,  and  those  same  regulations 
that  have  been  in  place  for  centuries  are  still  being  applied  to 
women  today,  then  it  is  discriminatory,  and  in  fact,  women  are  not 
given  equal  opportunities,  because  the  regulations  have  not  been 
changed  and  adjusted,  and  I  feel  that,  to  a  large  degree,  that  has 
been  by  design. 

I  think  that  the  reason  that  you  are  now  seeing  some  changes 
and  some  attention  being  paid  to  this  is  because  there  are  more 
women  who  are  in  policymaking  positions,  such  as  Con^esswomen 
Margolies-Mezvinsky  and  others,  who  are  now  continuing  to  raise 
the  issue  and  are  not  accepting  the  excuses  that  are  being  given 
to  us  by  the  lending  institutions. 

It  would  do  well  for  your  financial  institutions  to  go  back  and 
evaluate  the  regulations  and  the  rules  by  which  they  are  evaluat- 
ing the  applications  of  women  to  see  if,  in  fact,  they  do  discrimi- 
nate. If  you  do  it  from  that  perspective  and  consider  the  changes 
in  our  society,  you  will  see  that  they  do  discriminate  and  that  it 
is  important  to  take  a  look  at  that  and  make  those  changes. 
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This  is  true  not  only  for  women,  but  also  true  in  the  communities 
that  I  represent,  which  are,  for  the  most  part,  poor  minority  com- 
munities, where  the  regulations  are  such  that  they  have  not  been 
changed  to  open  up  opportunities  for  women  and  minorities. 

That  is  why  we  are  hearing  one  thing  from  the  lending  institu- 
tions, which  have  been  very  narrowly  focused  on  what  they  have 
done  traditionally,  and  have  not  really  opened  their  eyes  to  the  re- 
alities of  today  and  the  future. 

Ms.  Margolies-Mezvinsky.  If  you  would  not  mind,  I  would  like 
all  of  you  to  comment  on  that. 

Ms.  Brown.  I  would  be  happy  to  start. 

First  of  all,  if  it  is  fair  to  put  a  commercial  in,  I  think  CoreStates 
is  reaching  into  the  community  of  women-owned  business  in  an  ex- 
traordinary way,  as  are  several  other  banks.  So,  I  really  applaud 
them. 

There  is  one  thing  that  has  not  been  addressed  this  morning  and 
that  is  that  women.  Women  need  education.  They  need  to  realize 
that  maybe  the  lending  officer  A  at  CoreStates  said  no,  but  that 
lending  officer  B  might  say  yes,  to  be  persistent,  to  be  well  pre- 
pared. 

So,  educating  women  is  absolutely  the  other  side  of  the  equation. 
Educate  the  banks,  change  the  regulations,  educate  women. 

Ms.  Roybal-Allard.  Could  I  just  add  something  and  maybe 
change  a  little  bit,  if  I  may,  your  statement,  at  least  from  my  per- 
spective, and  that  was  the  statement  that  women  are  at  fault. 

I  think  that  women  now  are  going  through  a  learning  process, 
and  through  that  education,  we  are  learning  how  to  be  more  asser- 
tive and  how  to  play  the  game. 

Ms.  Brown.  I  guess  I  just  do  not  want  anyone  to  say  that  it  is 
all  the  banks'  fault. 

Ms.  Roybal-Allard.  There  has  been  tremendous  resistance  on 
the  part  of  financial  institutions  to  change,  and  it  is  only  because 
women  are  becoming  more  knowledgeable,  more  aggressive,  and  in 
key  positions  that  they  are  starting  to  change. 

Ms.  Brown.  Yes.  Excellent.  Thank  you. 

Ms.  WlLLL\MS.  As  a  prior  banker — I  was  a  banker  for  15  years 
and  a  lender  in  the  bank  for  7  years — I  would  say  that  education 
needs  to,  like  you  were  saying,  go  both  ways. 

Lenders  must  learn  not  to  rely  on  the  numbers  exclusively. 

Potential  borrowers  must  learn  to  appreciate  their  banker  as  a 
person  subject  to  the  same  shortcomings  as  all  of  us,  that  is,  he  or 
she  may  have  gotten  up  on  the  wrong  side  of  the  bed  on  a  given 
morning. 

So,  it  is  an  educational  process  for  both.  Banks  are  starting  to 
become  less  traditional  in  their  lending,  but  it  is  important  that 
they  look  beyond  the  numbers  and  place  greater  emphasis  on  the 
person,  the  idea,  the  history  and  the  experience  of  the  person  that 
is  starting  the  business. they  need  to  really  get  beyond  the  numbers 
and  to  the  person  and  to  the  idea  and  the  history  or  the  experience 
of  the  person  that  is  starting  the  business. 

Ms.  Margolies-Mezvinsky.  Ms.  Ozer. 

Ms.  Ozer.  I  appreciate  the  comment  concerning  what  I  had  said, 
that  this  is  my  vantage  point  testimony  and  my  opinion. 
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I  understand  that  banks  are  under  a  lot  of  regulations  that  have 
not  changed,  and  what  they  have  done  is  try  to  utilize  the  pro- 
grams that  have  been  extended  by  the  Government,  so  that  they 
can  lend  to  the  untraditional  credit  risks,  and  that  is  what  I  think 
that  the  bank  that  I  represent  now  and  the  one  that  I  did  before 
have  tried  to  do. 

I  think  that  women  tend  to  have  very  well — by  the  time  they  get 
to  me,  I  see  very  well — prepared  business  applications,  and  I  think 
that  they  do  understand  the  things  that  they  need. 

I  hear  the  same  thing  that  you  are  saying  from  all  small  busi- 
ness owners,  from  white  men  who  try  to  start  their  own  businesses, 
who  have  very,  very  serious  difficulties.  Sometimes  they  are  the 
subject  of  a  divorce  and  do  not  have  collateral  either. 

So,  I  think  that  a  lot  of  the  problem  is  lending  to  small  and  ex- 
panding-type  businesses,  and  I  think  the  lending  institutions  are 
trying  to  figure  out  more  creative  ways  to  doing  it. 

The  traditional  bankers  are  going  and  looking  for  government- 
guaranteed  loan  programs  so  that  they  can  still  comply  with  the 
regulations  that  are  internal.  I  think  that  the  banks  are  looking  for 
ways  to  say  yes. 

The  collateral  and  the  initial  capitalization  of  small  businesses  is 
difficult  across  the  board,  and  as  a  lender  who  sits  there  every  day, 
it  is  not  just  the  women  who  get  turned  down. 

Percentage-wise,  you  get  more  applications  from  men,  and  more 
men  get  turned  down  than  women  do,  because  it  is  a  problem  to 
lend  to  small  businesses,  in  general,  because  of  those  deficiencies 
that  run  across  the  board,  not  just  women. 

Of  course  being  a  woman  and  looking  at  everyone  equally,  I  do 
not  see  the  specific  discrimination  against  women. 

I  do  see  discrimination  against  businesses  who  are  startups,  who 
are  expanding,  and  those  problems,  which  have  reached  women 
and  minorities  all  over,  of  people  who  want  to  get  into  their  own 
business  because  of  the  way  the  economy  is. 

Ms.  Margolies-Mezvinsky,  Thank  you.  I  would  like  to  thank 
this  panel  very  much,  and  I  think  we  learned  a  lot.  It  is  a  good 
place  to  start,  and  we  are  going  to  call  on  the  second  panel. 

The  second  panel  consists  of  Lenore  Hopewell  Cameron  with 
Pennsylvania  Bureau  of  Women's  Business  Development;  Phillip 
Singerman,  who  is  president  and  CEO  of  Ben  Franklin  Technology 
Center;  and  Amy  Milman,  who  is  executive  director  of  the  National 
Women's  Business  Council. 

Don't  you  just  hate  these  women  who  decided  to  incorporate  their 
whole  name  into  their  name?  It  is  just  so  inconsiderate. 

Ms.  Cameron.  It  is  awful.  However,  at  another  time,  I  will  tell 
you  the  reason  why  I  use  both  of  mine. 

Ms.  MARGOLiES-MEZVESfSKY.  Lenore  Hopewell  Cameron  is  from 
the  Pennsylvania  Bureau  of  Women's  Business  Development  and  is 
with  the  procurement  opportunity  for  women-owned  businesses 
group,  and  as  I  said  before,  if  you  could  just  do  me  a  favor  and  give 
us  a  very  small  indication  of  what  you  do  and  what  you  would  like 
this  panel  to  understand,  listen  to,  and  then  we  will  move  on,  and 
then  we  will  have  some  chance  for  interplay,  which  is  very  impor- 
tant to  us. 
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TESTIMONY  OF  LENORE  HOPEWELL  CAMERON,  PENNSYLVA- 
NLV  BUREAU  OF  WOMEN'S  BUSINESS  DEVELOPMENT 

Ms.  Cameron.  First  of  all,  I  would  like  to  state  that  the  Bureau 
of  Women's  Business  Development  is  an  advocacy  agency. 

Our  role  is  to  foster  and  promote  the  development  of  women- 
owned  business  in  the  Commonwealth,  and  that  covers  a  broad 
range  of  issues  which  includes  not  only  procurement  but  also  cer- 
tification, access  to  capital,  education  and  training,  which  you 
heard  brought  up  by  the  last  panel. 

You  have  my  full  testimony  there,  and  I  also  have  another  sheet 
to  add  to  that  called  "Key  Facts  About  Women  Business  Owners  in 
Pennsylvania,"  I  will  just  tell  you  briefly  that  in  the  1987  Economic 
Census,  reported  there  were  167,362  women-owned  firms  in  the 
Commonwealth  of  Pennsylvania,  which  represented  a  68-percent 
increase  over  the  preceding  Economic  Census. 

We  have  projected  that  that  increase  for  the  '92  census  will  be 
approximately  281,000  women-owned  firms  and  that  it  will  exceed 
30  percent  of  the  total  businesses  in  the  Commonwealth.  In  that 
respect,  there  are  a  number  of  things  that  I  would  like  to  bring  to 
your  attention  that  I  think  would  be  very  helpful  for  you  to  con- 
centrate on. 

First  of  all  is  the  5-percent  agency  goal  which  is  a  part  of  the 
Federal  Acquisition  Streamlining  Act  of  1994 — the  President  is  ex- 
pected to  sign  sometime  in  October.  In  that  5-percent  agency  goal 
language,  in  reading  over  the  information  that  was  provided  to  me, 
I  did  not  see  anything  that  addressed  enforcement.  Without  en- 
forcement on  agencies,  to  coin  a  phrase,  from  National  Develop- 
ment Council  training  courses,  that  dog  will  not  hunt,  which  means 
that  it  just  will  not  work. 

Agencies  must  be  held  accountable  for  their  actions  or  inactions 
in  this  particular  objective. 

There  should  be  a  management  review  relating  to  performance 
ratings  of  managers  who  are  in  charge  of  seeing  to  it  that  women- 
owned  businesses  and  minority-owned  businesses,  as  it  applies  to 
this  particular  legislation,  get  their  full  participation  rate  in  Gov- 
ernment contracts. 

There  also  should  be  a  form  of  enforcement  in  terms  of  what  hap- 
pens if  they  fail  to  participate.  Perhaps  an  appropriate  response 
might  be  an  equivalent  reduction  in  their  general  operating  funds 
for  their  agencies  because  they  have  not  taken  seriously  the  impor- 
tance of  including  women-owned  businesses  in  developing  that  par- 
ticular agency's  contract  pool. 

Yes,  these  are  very  strong  measures — maybe  they  are  even  ex- 
treme— but  remember,  women-owned  businesses  constitute  30  per- 
cent of  all  businesses,  and  that  is  just  a  low  estimate.  It  is  probably 
more  than  that. 

Asking  for  5  percent  of  all  contract  dollars  when  the  dollars  are 
way  up  in  the  billions  and  women  have  only  had  perhaps  1  percent 
of  those  billions,  is  not  asking  for  too  much. 

All  we  are  asking  for  is  that  women  get  their  fair  share  of  the 
pie.  Their  fair  share  of  the  pie  really  should  be  whatever  is  com- 
mensurate with  their  participation  in  the  entire  economy.  If  it  is 
30  percent,  that  is  what  it  ought  to  be. 
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The  second  thing  that  I  would  like  to  bring  to  your  attention  is 
FACNET,  the  access  avenue  which  also  comes  through  this  particu- 
lar piece  of  legislation.  I  would  like  to  talk  about  FACNET  while 
it  is  a  good  idea  to  have  bids  under  $100,000  by  the  year  2000  ac- 
cessible by  computer,  for  some  small  businesses,  particularly  those 
that  may  be  home-based  or  just  starting  out  but  still  have  goods 
and  services  and  products  that  can  be  used  by  the  Federal  Govern- 
ment, that  it  may  be  an  impediment  to  people  being  able  to  access 
the  svstem.  This  is  because  they  cannot  get  to  the  paper  copy  of 
the  Commerce  Business  Daily. 

Information  is  very  important  when  you  are  developing  your 
business.  Access  to  information  is  just  as  important  as  access  to 
capital.  Without  access  to  information,  you  have  no  access  to  cap- 
ital 

Consequently,  I  would  like  some  consideration  given  to  how 
small  businesses  and  women-owned  businesses  and  particularly 
home-based  businesses,  could  have  access  to  this  information  which 
will  be  computer-based. 

I  understand  that  the  interim  implementation  is  scheduled  to  be 
completed  by  January  1,  1997. 

My  suggestion  is  that  small  business  development  centers,  small 
business  institutes,  public  libraries,  and  other  nonprofit  entities 
that  have  computer-access  resources  should  be  utilized  to  allow 
these  small  businesses  who  do  not  have  the  resources  to  purchase 
the  computer  equipment  necessary  to  access  this  particular  system. 
They  then  would  be  able  to  provide  this  as  a  service  to  this  busi- 
ness community. 

I  would  even  allow  that  it  might  be  appropriate  for  them  to 
charge  a  small  reasonable  access  fee,  but  that  fee  still  would  be 
less  than  the  cost  of  the  equipment. 

It  is  very  important,  if  you  are  going  to  open  an  access  avenue 
to  information  and  resources,  that  you  not  close  it  by  cutting  off  the 
ingress  and  egress  by  the  cost  of  getting  on  and  off  the  highway. 

[Ms.  Cameron's  statement  may  be  found  in  the  appendix,] 

Ms.  Margolies-Mezvinsky.  Thank  you  very  much. 

Our  next  witness  is  Phillip  Singerman,  who  is  president  and 
CEO  of  Ben  Franklin  Technology  Center.  This  is  a  group  that  our 
office  has  been  working  very  closely  with  throughout  the  course  of 
my  tenure  in  Congress. 

Welcome. 

TESTIMONY  OF  PHILLIP  SINGERMAN,  PRESIDENT/CEO,  BAN 
FRANKLIN  TECHNOLOGY  CENTER 

Mr.  Singerman.  Thank  you  very  much. 

I  want  to  talk  to  you  about  a  program  that  may  not  have  been 
considered  as  a  source  of  support  for  women-  and  minority-owned 
enterprises,  and  that  is  the  Congressionally  mandated  Small  Busi- 
ness Innovation  Research  Program,  which  provides  a  set-aside  from 
the  Federal  R&D  budgets  for  small  business. 

Over  the  last  decade,  this  program  has  generated  $3.5  billion, 
and  as  a  result  of  the  reauthorization  that  passed  a  couple  of  years 
ago,  it  will  grow  to  at  least  a  billion  dollars  in  the  next  fiscal  year. 

This  is  the  Government's  major  source  of  grant  dollars  for  small 
companies  to  do  R&D,  and  it  is  the  largest  source  of  those  dollars. 
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However,  women  and  minority  firms,  although  participation  is  a 
goal  of  the  legislation,  really  do  not  participate  in  the  program  in 
proportion  to  their  numbers,  and  this  has  been  documented 
through  recent  GAO  studies. 

Ms.  Margolies-Mezvinsky.  Why  is  that? 

Mr.  Slngerman.  I  think  it  is  a  function  of  education. 

I  think  that  women-  and  minoritv-owned  firms  do  not  really 
know  about  the  program,  and  I  think,  on  the  Federal  side,  there 
is  probably  some  resistance  to — particularly,  for  example,  some  of 
the  harder  sciences  and  agencies  in  the  Defense  Department — an 
unfamiliarity  with  these  new  firms  as  a  source  of  R&D  for  these 
agencies  to  carry  out  their  missions,  and  this  is  particularly  evi- 
dent in  the  participation  of  older  urban  areas. 

For  example,  Philadelphia  ranks  42nd  amongst  major  metropoli- 
tan areas  in  terms  of  per  capita  participation  in  the  program.  I  sus- 
pect the  figures  are  similar  for  New  York  and  the  city  of  Los  Ange- 
les. 

We  run  a  program,  the  Ben  Franklin  Program,  that  helps  firms 
commercialize  technology.  We  are  funded  by  the  State's  Commerce 
Department,  although  we  are  an  independent  organization,  but  we 
are  very  successful  in  encouraging  small  firms  and  women-  and  mi- 
nority-owned firms  to  participate  in  the  program. 

We  also  have  in  Philadelphia  a  very  active  entrepreneurial  com- 
munity, very  strong  educational  research  institutions,  such  as  Bea- 
ver College,  which,  in  aggregate,  are  equivalent  to  any  region  in 
the  country,  and  we  have  a  very  active  venture  capital  community, 
but  the  percentage  of  our  companies  that  participate  in  the  SBIR 
program  is  very  small. 

Accordingly,  we  developed  a  demonstration  program  to  encourage 
the  commercialization  of  SBIR-funded  research  and  to  increase  the 
participation  of  women-  and  minority-owned  firms  as  a  model  that 
could  be  replicated  around  the  country,  and  Congresswoman 
Mezvinsky  was  really  a  champion  for  this  program  last  year  and 
was  able  to  secure  funding  for  this  activity. 

Unfortunately,  this  year,  the  Congressional  authorization  and 
appropriation  committees  and  the  national  SBA  administration 
really  has  not  been  responsive  to  this — what  we  think  is  a  really 
self-evident  program  and  one  in  which  enormous  amounts  of  money 
are  being  spent  for  research  and  development  but  very  little  for 
commercialization  and  very  modest  sums,  measured  in  the  tens  of 
thousands  of  dollars,  to  increase  participation. 

She  has  really  championed  this  program  single-handedly.  I  think 
there  is  a  real  need  for  this,  and  I  would  challenge  members  of  the 
committee  to  take  this  program  under  their  wing  and  really  move 
it  ahead. 

I  think  it  has  significant  potential  to  increase  in  dramatic  ways 
the  amount  of  funding  that  goes  into  women  and  minority  enter- 
prises. 

Thank  you. 

[Mr.  Singerman's  statement  may  be  found  in  the  appendix.] 

Ms.  Margolies-Mezvinsky.  Thank  you  very  much. 

I  cannot  begin  to  say  enough  nice  things  about  Amy  Milman, 
who  is  the  executive  director  of  the  National  Women's  Business 
Council. 
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Basically,  what  they  try  to  do  is  provide  business  opportunity  for 
women-owned  businesses,  and  we  have  been  working — we  have 
really  bonded,  have  we  not.  Amy? 

Ms.  MiLMAN.  You  are  stuck  with  me  for  quite  some  time. 

Ms.  Margolies-Mezvtnsky.  You  have  been  incredibly  helpful  to 
us  and  to  women-owned  businesses,  and  we  have  fought  the  good 
fight  together. 

Welcome.  If  you  can,  make  your  statement  very  brief,  and  then 
I  have  lots  of  questions  for  all  of  you. 

TESTIMONY  OF  AMY  MILMAN,  EXECUTIVE  DIRECTOR, 
NATIONAL  WOMEN'S  BUSINESS  COUNCIL 

Ms.  MiLMAN.  I  would  have  liked  to  have  been  the  first  speaker, 
so  that  I  could  have  read  the  whole  statement  and  said  in  every 
single  paragraph  how  the  three  of  you  for  many  years  have  been 
champions  of  mine  and  very  helpful  in  all  of  the  endeavors  and  is- 
sues that  I  have  worked  with  Congress  on.  This  one,  in  particular, 
was  very  heartfelt  and  wonderful,  because  there  were  successes. 

I  thank  you  all,  all  three  of  you,  in  particular,  for  your  assist- 
ance. You  were  the  first  three  people,  upon  taking  this  job  in  De- 
cember, that  I  went  to  visit,  and  gave  me  a  lot  of  good  advice  and 
said  we  will. 

So,  I  thank  you  very  much  for  all  the  help  and  support  you  have 
given  and,  obviously,  you,  Mrs.  Margolies-Mezvinsky,  for  believing 
in  women  business  owners. 

On  behalf  of  not  only  my  council  and  myself  but  the  6.5  million 
women  business  owners  in  this  country,  thank  you  very  much  for 
making  this  year  an  incredibly  successful  one. 

We  have  had  many  successes,  and  it  has  not  only  been  with  the 
help  and  the  understanding  of  you  all,  but  it  has  been  also  with 
the  support  of  women  business  owners  and  advocates  around  the 
country.  I  will  say  that  Lenore  is  one  of  those  women  who,  in 
March,  stood  up  at  a  meeting  of  women's  business  advocates  in 
Washington  and  said  there  are  a  lot  of  things  that  still  need  to  be 
done  for  women  business  owners  and  you  had  better  get  to  busi- 
ness, and  so  we  did. 

We  put  together  a  strategic  plan.  We  reached  out  to  the  commu- 
nity, not  just,  white  women  business  owners  but  women  business 
owners  and  advocates  all  across  the  country — Native  Americans, 
black  women  entrepreneurial  groups  out  of  Detroit  and  Chicago, 
out  of  California — and  we  asked  them  to  be  a  part  of  the  implemen- 
tation of  this  plan. 

For  the  first  time,  NWBC  helped  organize  a  coalition  of  women's 
business  advocates  around  this  country.  Their  efforts  ensured  the 
passage  of  not  only  the  5  percent  procurement  goal  but  other  initia- 
tives that  will  assist  women  business  owners.  We  know  that  tnere 
is  still  an  incredible  amount  of  work  that  needs  to  be  done  within 
the  system  to  make  this  a  meaningful  goal.  We  intend  to  see  that 
that  happens  both  through  public  and  private-sector  initiatives. 

We  have  also  found  that  opportunities  exist  for  women  through 
private-sector  initiatives.  We  recently  completed  a  survey  of  the 
Fortune  500  to  find  out  what  programs  existed  for  women  business 
owners.  What  we  found  was  that  the  private-sector  industry  lead- 
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ers,  have  already  taken  the  lead  in  instituting  new  vendor-suppHer 
programs  for  women. 

There  has  been  a  considerable  change.  Not  only  have  we  seen 
more  women  elected  to  Congress,  we  have  also  seen  more  women 
choosing  to  become  business  owners. 

Women  are  starting  businesses  at  maybe  four  to  five  times  the 
rate  of  their  male  competitors,  we  anticipate  that  their  receipts 
have  jumped  maybe  4-  or  5-fold  in  the  last  10  years,  exceeding  $1 
trillion. 

Unfortnately,  we  do  not  really  know  the  specifics,  these  are  just 
projections,  because  we  do  not  have  official,  up  to  date  statistics. 
Another  one  of  the  initiatives  that  the  Women's  Business  Council 
worked  on  this  year  was  to  put  together  a  statistical  compendium 
on  women  owned  businesses,  which  I  would  like  to  include  in  the 
record. 

I  know  it  is  fairly  long,  but  I  think  it  is  probably  the  most  com- 
prehensive compilation  of  official  data  on  women's  business  owner- 
ship. 

Ms.  Margolies-Mezvinsky.  It  will  be  included  in  the  record, 
without  objection. 

Ms.  MiLMAN.  Thank  you. 

[The  information  may  be  found  in  the  appendix.] 

Ms.  MiLMAN.  There  are  such  incredible  gaps  in  the  data  identi- 
fied in  this  document.  In  order  to  fill  these  gaps  we  got  together 
with  the  Office  of  Women's  Business  Ownership  at  SBA  and  seven 
other  departments  and  agencies  in  the  Federal  Government  who  of- 
fered their  resources  for  this  effort,  and  we  have  established  a  mid- 
term census,  business  census  for  women  business  owners.  New 
data  will  be  available  in  1996. 

We  will  have  the  1992  business  census  results  to  review  in  1995 
which  includes  information  on  women-owned  corporations,  and 
mid-term  business  census  of  the  most  current  data,  the  in-depth 
analysis  that  SBA  performs,  called  "Characteristics  of  Business 
Ownership,"  the  following  year  and  the  FED  study  of  small  busi- 
ness financing  all  in  a  same  time  frame.  There  was  a  woman  busi- 
ness owner  who  said  that  if  you  have  three  "hits," —  and  we  will 
have  four  statistical  "hits" — ^you  are  bound  to  get  a  lot  of  attention. 

I  think  we  have  received  a  lot  of  attention  this  year,  thanks  to 
you  all,  and  it  looks  like  we  are  going  to  be  in  business  next  year. 
I  would  like  to  tank  you  for  your  support  and  look  forward  to  work- 
ing with  you  to  complete  the  job  we've  begun  and  see  more  suc- 
cesses. 

Ms.  Margolies-Mezvinsky.  Thank  you  very  much. 

I  will  yield  to  mv  very  distinguished  colleague  from  New  York. 

Mr.  Flake.  Thank  you  very  much.  Madam  Chairman, 

In  the  recently  passed  community  development-financial  institu- 
tions portion  of  the  budget  for  the  CDFI's  which  the  President 
signed  last  Friday,  we  put  about  $117  million  in  this  year's  budget 
that  allows  the  banks  and  the  Government  to  put  funds  into  non- 
traditional  community-based  nonprofits  and  for-profit  operations, 
some  of  that  money  actually  providing  access  to  mainstream  capital 
in  the  banks. 

Can  you  give  me  your  general  opinion  as  it  relates  to  whether 
or  not  this  is  an  opportunity  for  women  who,  in  my  community, 
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head  most  of  the  local  community  groupings  to  be  able  to  at  least 
have  access  to  funds  that  have  not  traditionally  been  available  to 
them? 

Ms.  MiLMAN.  Well,  that,  in  addition  to  a  Department  of  Labor  ef- 
fort to  provide  a  new  clearinghouse  for  economically  targeted  in- 
vestments, which  we  know  a  category  of  those — of  that  clearing- 
house will  be  women,  community-based  groups  in  particular — those 
two  things  together,  we  believe,  are  going  to  catapult  this  whole 
idea  of  financing  almost  from  the  bottom  up  instead  of  from  the  top 
down. 

I  think  efforts  like  the  one  you  mentioned  plus  the  provisions  in 
the  bill  for  securitization  of  small  business  loans,  which  we  have 
great  hopes  for — it  has  been  a  recommendation  of  the  Council's  for 
several  years  now,  and  it  is  wonderful  to  see  that  pass — are  going 
to  change  the  whole  complexion  of  lending  in  this  country. 

Mr.  Flake.  One  question  that  I  would  ask  is,  when  we  get  to  the 
question  of  securitization  and  we  talk  about  the  SBA  Programs, 
one  of  them  being  the  LowDoc  Program,  are  those  going  to  be 
qualifying  programs,  or  do  we  need  to  look  at  ways — I  thmk  Ms. 
Williams,  who  was  in  your  seat  earlier,  talked  about  the  technical 
assistance  component,  which  is  so  sorely  missing. 

Do  we  solve  some  of  that  problem  by  the  creation  of  incubators? 
Do  we  solve  some  of  those  problems  by — maybe  within  the  concept 
of  the  SBA  one-stop  capital  shop,  can  we  build  in  avenues  for  that 
kind  of  technical  assistance  or  find  another  means,  which  you  sug- 
gest, to  do  an  incubator-type-based  operation  that  meets  that  need? 

Ms.  MiLMAN.  You  have  one.  If  I  may  hog  the  time  here,  there  is 
a  new  $4  million  appropriation  for  education  and  training  pro- 
grams that —  including  a  center  in  New  York — for  a  women's — they 
call  it  the  Women's  Demonstration  Site  Program,  which  is  technical 
training  and  assistance  and  advocacy  for  women  business  owners, 
very  much  like  the  MBDA  Program  for  minorities,  to  serve  women. 

Mr.  SiNGERMAN.  I  think  you  want  to — in  your  consideration  of 
the  regulations  for  the  program,  you  want  to  make  sure  that  com- 
munity-based organizations  are  involved  in  the  CDFI's  and  not  just 
as  fronts  but  as  equal  partners. 

At  the  same  time,  we  need  to  ensure  that  there  is  adequate  grant 
capital  for  the  technical  assistance  programs.  That  is  something  we 
are  running  into  in  the  SBA  Microloan  program  that  Carol  Wil- 
liams manages  for  us. 

TA  is  really  the  block  that  prevents  qualified  business  people 
from  applying  for  SBA  Microloan  dollars  and  other  sources  of  pub- 
lic funding,  and  there  is  a  limit  on  the  amount  of  money  that  can 
be  spent  and  a  limit  on  the  amount  that  can  be  spent  for  TA  for 
applicants  in  contrast  to  borrowers. 

It  is  really  a  kind  of  bureaucratic  mall  that  the  Congress  really 
needs  to  break  down. 

Ms.  Cameron.  There  are  two  built-in — actually,  three  built-in  en- 
tities that  could  be  utilized  to  deal  with  this.  One  of  them  is  the 
small  business  development  centers,  one  is  the  small  business  in- 
stitutes, and  the  third  is  the  local  development  districts  which  are 
funded  through  the  Appalachian  Regional  Commission. 

What  happens  with  technical  assistance,  particularly  in  a  wom- 
en's business  program,  is  that  it  comes  forward  as  a  demonstration 
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program.  You  demonstrate,  you  demonstrate,  you  are  doing  a  good 
job,  you  are  doing  a  good  job,  and  then,  all  of  a  sudden,  the  funding 
falls  off  the  cliff. 

What  happens  to  the  women  who  are  in  your  program  if  you  are 
not  able  to  get  continuation  funding  because  something  has  dried 
up? 

What  would  make  this  work  is  to  take  it  out  of  the  demonstra- 
tion program?  To  make  it  a  specific  program,  say  you  may  dem- 
onstrate for  a  year,  and  after  that  year,  with  a  proven  level  of  suc- 
cess, then  you  will  get  permanent  funding.  You  will  become  a  per- 
manent program  of  the  small  business  development  center,  the 
small  business  institute,  or  the  local  development  district  which  is 
in  your  area.  You  will  get  a  continued  level  of  funding  every  year 
so  that  you  can  count  on  that  funding  to  provide  technical  assist- 
ance. 

It  is  very  important  for  small  business  owners  to  have  technical 
assistance. 

When  I  came  to  this  job  in  1990,  Pennsylvania  had  a  self-employ- 
ment project  which  was  to  assist  minorities  and  women,  low-in- 
come, to  get  off  of  welfare.  The  programs  ran  into  problems  because 
the  technical  assistance  only  went  so  far. 

When  they  needed  additional  funding  for  technical  assistance,  it 
was  very  difficult  for  them  to  find  it.  Only  the  Women's  Oppor- 
tunity Resource  Center  was  really  able  to  continue  on,  and  that  is 
simply  because  Lynn  Cutler  spends  90  percent  of  her  time  raising 
money. 

Mr.  Flake.  I  yield  back  to  the  Chair. 

Ms.  Margolies-Mezvinsky.  Thank  you. 

The  State  is  going  to  have  an  outreach  program  to  get  more  busi- 
ness participation,  hopefully  more  women  business  participation, 
and  tney  are  going  to  be  hosting  workshops  across  Pennsylvania. 

Ms.  Cameron.  That  is  correct. 

Ms.  Margolies-Mezvinsky.  How  are  you  going  to  make  sure 
that  people  know  about  these  things?  What  is  your  effort  going  to 
be? 

Ms.  Cameron.  Well,  what  has  actually  happened  is  that  the  Of- 
fice of  the  Treasurer  came  to  us  with  the  idea  of  going  around  to 
various  organizations  and  talking  to  them  about  Treasury's  par- 
ticular program,  which  was  the  contract  information  program.  It 
has  been  there  for  a  while — they  just  have  a  new  target;  it  happens 
to  be  women-owned  businesses.  In  talking  with  that  Program  Man- 
ager, Vicki  Brown,  we  decided  to  send  out  letters  to  women's  busi- 
ness organizations  and  other  support  groups — local  development 
districts,  small  business  development  centers,  small  business  insti- 
tutes, SCORE  chapters,  anybody  that  we  knew  provided  technical 
assistance  and  training  and  financing  to  women-owned  busi- 
nesses— to  tell  them  about  this  program  and  ask  them  would  they 
be  interested  in  having  a  team  come  to  them. 

Well,  Vicki  has  been  flooded  with  phone  calls,  and  as  a  matter 
of  fact,  we  have  stopped  the  training  just  before  Thanksgiving.  We 
will  pick  it  up  again  in  mid-January.  We  have  to  see  what  kind  of 
winter  we  are  going  to  have  as  to  whether  we  are  going  to  go  on 
the  road. 

The  word  is  getting  around  very,  very  quickly. 
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Ms.  Margolies-Mezvinsky.  That  is  very  encouraging. 

Ms.  Cameron.  What  we  are  encouraging  the  groups  to  do  is  to 
work  together  to  build  coahtions  within  their  respective  regions 
and  to  work  together  for  the  benefit  of  their  mutual  constituencies. 

One  of  the  concerns  that  we  have  in  the  field  of  women's  busi- 
ness is  teaching  our  women  business  owners  to  network. 

So,  we  network  so  that  they  see  how  we  network  as  organiza- 
tions, and  hopefully,  they  will  begin  to  do  the  same  thing.  That  is 
how  the  coalition  came  about,  which  will  be  meeting  in  December, 
by  the  way. 

Ms.  Margolies-Mezvinsky.  Mr.  Singerman,  a  final  question. 
How  many  women  are  involved  in  technology,  engineering?  It  is 
not  traditionally  a  woman's  field,  as  you  well  know.  Women  do  go 
into  lab  sciences  and  research,  but  have  any  of  those  been  involved 
in  what  you  are  doing? 

Mr.  Singerman.  We  have  been  very  pleased  with  the  number  of 
women-owned  enterprises,  particularly  in  the  life  sciences,  the  bio- 
logical sciences.  As  you  know,  my  wife  is  a  physician,  and  more 
than  half  of  the  new-trained  young  doctors  are  women. 

So,  that  is  a  great  pool  of  potential  entrepreneurs  to  develop  new 
companies,  and  several  of  our — the  women-owned  enterprises  that 
we  have  started  with  seed  money — symphony  pharmaceuticals, 
Biosyn,  Divine  Foods,  and  others — have  succeeded  in  generating 
venture  capital  in  the  millions  of  dollars  from  private  sources. 

So,  I  think  there  is  a  growing  pool  of  entrepreneurs,  and  I  would 
add,  from  the  downsizing  of  the  corporate  community  and  the  de- 
fense community,  we  are  going  to  see  a  huge  influx  of  individuals 
trained  with  management  and  marketing  experience  who  could 
source  the  public  dollars  that  are  available. 

What  one  needs  is  a  mechanism  to  bring  those  together. 

Ms.  Margolies-Mezvinsky.  I  would  like  to  thank  this  panel. 

Ms.  Cameron.  Excuse  me,  Ms.  Mezvinsky. 

Ms.  Margolies-Mezvinsky.  Yes. 

Ms.  Cameron.  If  I  may,  I  would  like  to  raise  an  issue  which  did 
not  come  up  directly  here  but  which  I  heard  this  morning  on  Morn- 
ing Edition  on  National  Public  Radio  (NPR),  and  they  were  talking 
about  the  new  term  of  the  Supreme  Court,  which  began  yesterday. 

On  the  docket  this  year  is  a  case  against  the  SBA  of  preferential 
programs  for  minorities  and  women.  I  think  this  is  something  that 
we  ought  to  look  at  very  carefully. 

We  know  what  has  happened  with  State  programs.  It  sounds  as 
though  this  is  something  which  is  beginning  to  attack  the  Federal 
programs. 

I  think  that  we  need  to  look  at  this  very  carefully  and  watch  to 
see  what  happens  and  to  begin  to  plan  for  whatever  eventuality 
may  come  as  a  result  of  the  case. 

Ms.  Margolies-Mezvinsky.  Thank  you  for  putting  that  on  our 
radar  screen.  I  appreciate  it. 

The  final  panel  really  will  discuss  supportive  services. 

The  first  witness  is  Carol  Rabe,  who  is  with  Discovery  Schools, 
and  she  will  be  talking  about  the  need  for  child  care.  She  was  the 
host  last  week  of  Hillary  Clinton. 
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The  second  witness  is  Colleen  Charleston,  who  is  with  Little 
Souls,  Inc.  She  will  be  talking  about  her  operation  from  the  small 
business  perspective. 

The  third  witness  is  Bonnie  Paul,  who  is  with  the  National  Asso- 
ciation of  Women  Business  Owners,  and  she  will  be  discussing 
women's  networking. 

If  you  could  also  just  summarize  what  you  have  to  say,  we  will 
put  your  entire  testimony  into  the  record,  and  then  we  will  have 
some  questions  for  you.  Thanks. 

TESTIMONY  OF  CAROL  RABE,  DISCOVERY  SCHOOLS 

Ms.  Rabe.  Congresswomen  Margolies-Mezvinsky  and  members  of 
the  committee,  my  name  is  Carol  Rabe,  and  I  am  chief  executive 
officer  of  Discovery  Schools  Limited  Partners. 

We  are  work-site  child-care  company,  which  means  that  we  pro- 
vide on-site  or  near-site  care  for  roughly  1,600  children  at  15  loca- 
tions daily. 

Ms.  Margolies-Mezvinsky.  What  were  those  numbers? 

Ms.  Rabe.  Roughly  1,600  children  at  15  locations  every  day.  We 
have  more  than  that  on  roll,  but  that  is  an  average. 

I  serve  sort  of  a  three-dimensional  purpose  here  today,  because 
in  the  early  1980's  I  was  a  female  entrepreneur  who  needed 
$20,000  to  start  my  first  company.  Though  I  was  told  my  business 
plan  was  sound  and  that  I  was  considered  an  excellent  risk,  I  was 
not  able  to  get  a  business  loan  without  a  cosigner. 

My  second  role  here  today  is  that  of  CEO  of  a  child-care  com- 
pany, and  in  that  role  I  act  as  sort  of  an  enabler,  because  we  en- 
able parents  of  children  from  6  weeks  to  12  years  to  return  to  or 
remain  in  the  work  force. 

Last,  I  am  here  as  a  female  corporate  executive  and  the  single 
parent  of  three,  and  that  enables  me  to  see  every  day  the  stress 
that  is  placed  on  females  in  the  work  force  as  they  try  to  balance 
their  professional  and  their  home  lives. 

Now,  child-care  companies  in  the  '90's  are  focusing  on  work-site- 
related  and  corporate-sponsored  child  care.  Parents  today  have 
very  little  time  to  spend  with  children.  So,  they  enjoy  sharing  the 
commuting  time  to  and  from  work  with  a  child. 

Parents  are  also  now  able  to  come  have  lunch  with  children,  and 
in  fact,  in  our  company,  roughly  70  percent  of  the  children  in  our 
care  have  one  or  both  parents  join  them  for  lunch  every  single  day. 

Child-care  companies  in  the  '90's  like  Discovery  offer  a  variety  of 
available  options,  things  like  corporate  discounts,  extended  hours, 
holiday  coverage,  24-hour  care,  and  our  newest  venture,  sick  care. 

The  standards  of  care  in  our  industry  vary  between  jurisdictions 
because  they  are  governed  by  State  and  local  regulations  only,  not 
by  Federal  regulations. 

So,  for  example,  in  some  States,  regulations  require  one  care 
giver  to  three  infants,  in  some  States  one  to  four,  and  in  some  as 
high  as  one  to  six. 

Pennsylvania  regulations  require  one  care-giver  for  every  five 
toddlers.  In  some  States,  it  is  as  high  as  one  to  eight. 

Now  imagine  yourselves  responsible  for  eight  toddlers  who  are 
all  awake  at  the  same  time. 
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When  I  made  the  decision  to  focus  our  company  on  work-site 
care,  I  had  no  real  conception  of  the  need  for  our  service  or  the  role 
we  would  play  in  family  life. 

We  act  in  place  of  the  parent  in  most  of  the  child's  waking  hours. 
We  serve  them  breakfast,  lunch,  and  sometimes  dinner.  We  get 
them  in  their  pajamas  in  the  morning,  and  in  some  cases,  we  re- 
turn them  in  pajamas  at  night. 

We  hear  their  first  words,  watch  their  first  steps,  potty  train 
them,  discipline  them,  help  them  establish  their  value  systems. 

We  counsel  families  who  are  going  through  divorce  and  some- 
times remain  the  only  consistent  thing  in  a  child's  life. 

We  deal  daily  with  court  orders  and  custody  battles. 

Perhaps  the  most  surprising  thing  to  me  personally  was  our  role 
in  family  planning.  Parents  plan  pregnancies  around  the  available 
spaces  in  our  infant  rooms. 

Now,  our  industry  plays  a  vital  role  in  working  America.  Cor- 
porations should  be  encouraged  and  incentivized  to  provide  work- 
site child  care. 

High-quality  child  care  should  be  available  to  all,  and  that  means 
it  must  be  affordable  and  perhaps  subsidized  through  the  Govern- 
ment, and  it  should  be  universally  regulated,  so  that  one  adult 
would  never  ever  try  to  care  for  more  than  four  waking  infants  at 
the  same  time. 

[Ms.  Rabe's  statement  may  be  found  in  the  appendix.] 

Ms.  Margolees-Mezvinsky.  Thank  you  very  much. 

Our  next  witness  is  Colleen  Charleston,  who  is  with  Little  Souls, 
Inc. 

How  did  you  get  that  name?  It's  a  great  name. 

TESTIMONY  OF  COLLEEN  CHARLESTON,  LITTLE  SOULS,  INC. 

Ms.  Charleston.  Well,  that  is  our  product.  When  you  look  at 
that  product,  you  can  understand  maybe  where  the  name  came 
from.  They  are  little  souls. 

Thank  you  for  having  me,  Congresswoman  and  Congressman. 

I  am  Colleen  Charleston.  I  am  the  vice  president  of  Little  Souls, 
Inc.  We  are  an  8-year-old  company  specializing  in  the  design,  pro- 
duction, and  distribution  of  all-cloth/textile  handmade  dolls. 

We  founded  the  company  in  1986  with  my  partner  Gretchen  Wil- 
son and  myself.  In  our  first  year,  we  made  $80,000.  We  now  expect 
to  make  $2V2  million  in  sales. 

Ms.  Margolees-Mezvinsky.  How  many  employees  do  you  have? 

Ms.  Charleston.  We  have  50  employees,  a  very  diverse  work 
group.  We  offer  flex  time.  We  help  with  child  care. 

Ms.  Margolees-Mezvinsky.  Do  people  work  at  home? 

Ms.  Charleston.  We  do  subcontract,  yes,  and  we  also  help  with 
health  benefits. 

We  sell  our  product  all  over  the  United  States  and  parts  of  the 
world. 

We  also  have  established  cottage  industries  in  Africa;  in  Ruma- 
nia, where  my  partner  is  at  the  moment;  and  we  have  an  outreach 
program  here  with  the  Philadelphia  schoolchildren  and  with  the  In- 
dians, of  which  there  are  about  30,000  here  in  the  Delaware  Valley. 
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We  are  a  company  that  is  really  in  the  trenches.  When  we  first 
started  8  years  ago,  our  biggest  problem  was  also  our  biggest  need, 
and  that  was  to  be  taken  seriously. 

Another  roadblock  was  our  product — dolls.  Here  we  were  women 
making  dolls,  and  dolls  have  a  perception  of  frivolity.  So,  that  im- 
mediately made  our  mountain  higher  to  climb. 

We  were  also  two  women  in  the  not-so-traditional  field  of  manu- 
facturing. Natural  skepticism  amongst  our  contemporaries  was 
abundant  from  the  start. 

To  this,  we  faced  the  other  traditional  strains  of  running  a  small 
business  in  conjunction  with  a  house,  a  spouse,  and  school-age  chil- 
dren. 

Our  experience  8  years  ago  was  that  all  models  of  business  suc- 
cess seem  to  be  male  defined,  and  because  of  this,  we  immediately 
saw  the  need  to  overcome  the  presumption  that  our  work  was  of 
no  real  value  and  that  what  we  did  was  both  significant  and  de- 
signed to  succeed  in  the  mainstream. 

Additionally,  we  suffered  from  the  lack  of  capital  8  years  ago.  We 
were  forced  to  live  a  financially  precarious  existence  in  order  to 
survive.  Today  that  is  somewhat  improved,  but  we  are  still  feeling 
the  effects  of  the  undercapitalized  beginning. 

Suspicious  of  our  capabilities  and  with  no  point  of  reference,  ven- 
dors would  not  extend  credit  and  bankers  would  not  grant  loans. 

It  was  not  until  we  demonstrated  ourselves  to  be  considerably 
more  than  just  women  with  time  on  our  hands  that  others  in  the 
business  community  recognized  our  potential  and  that  we  were 
really  in  it  for  the  long  haul,  and  while  this  is  true  for  most  small 
businesses,  it  seems  doubly  true  for  an  enterprise  run  by  women. 
Women  in  business  must  show  stamina. 

We  had  no  business  experience  when  Gretchen  and  I  first  started 
the  company,  and  we  have  always  solicited  the  help  and  picked  the 
brains  of  everybody — we  still  do  that — wherever  we  go,  but  main- 
stream sources  and  governmental  assistance  have  always  seemed 
to  be  complicated  and  well  beyond  our  reach,  but  the  two  areas 
that  did  provide  immediate  comfort  and  still  do  today  has  been 
networking  with  women  in  business  and  other  entrepreneurs. 

In  these  groups,  we  found  a  distinctly  similar  approach  and  style 
of  management,  in  large  measure  in  keeping  with  our  own,  and  as 
we  have  shared  our  same  problems  and  needs,  it  seemed  less  in- 
timidating. 

We  found  acceptance  with  these  two  groups,  and  this  is  where 
we  got  our  experience  in  building  a  business  and  finding  adequate 
capital  and  other  resources. 

We  found  ourselves  on  common  ground  with  small  businesses 
and  others  who  shared  our  vision  of  a  dual  bottom  line,  which  is 
a  company  that  is  also  out  to  make  a  profit  but  also  to  give  some- 
thing back  to  the  community. 

We  have  socially  responsible  goals,  and  we  are  faithful  to  this 
philosophy  of  social  responsibility.  So,  we  have  aligned  ourselves 
with  companies  who  share  these  ideals,  and  to  this  day,  we  endeav- 
or to  return  the  favor  and  make  ourselves  available  to  mentor  and 
support  fledgling  enterprise  in  our  own  community. 

Currently,  we  have  joined  forced  with  the  Social  Venture  Net- 
work, which  is  a  nationwide  organization  devoted  to  introducing  so- 


26 

cially  responsible  investx)rs  to  other  companies  which  build  this 
philosophy  into  their  bottom  line,  and  we  are  currently  seeking 
capital  through  the  Investors  Circle,  a  group  of  socially  conscious 
investors  who  see  a  need  to  improve  private  equity  investing  based 
on  social  dividends  as  well  as  economic  returns. 

Thank  you. 

Ms.  Margolies-Mezvinsky.  Thank  you  very  much. 

Our  final  witness  this  morning  is  Bonnie  Paul,  who  is  with  the 
National  Association  of  Women's  Business  Owners,  and  you  are 
going  to  discuss  women's  networking,  which  we  know  is  so  impor- 
tant. 

TESTIMONY  OF  BONNIE  PAUL,  NATIONAL  ASSOCIATION  OF 
WOMEN  BUSINESS  OWNERS 

Ms.  Paul.  Good  morning. 

I  was  asked  to  touch  on  a  couple  of  other  topics  as  well  as 
networking. 

I  am  president  of  the  Philadelphia  Chapter  of  NAWBO,  which  is 
a  national  organization  of  over  55  chapters  across  the  United 
States.  We  were  founded  in  1974  in  Washington,  DC,  by  a  group 
of  women  business  owners. 

Our  only  mission  is  to  provide  a  strong  and  continuing  voice  and 
vision  for  women  business  owners  within  the  economic,  political, 
and  social  communities.  We  try  to  do  this  by  empowering  women 
with  skills,  with  the  resources  and  the  opportunities  to  grow  into 
successful  business  owners  and  women  of  the  world. 

Nationally,  as  well  as  locally,  we  have  developed  and  continue  to 
develop  numerous  programs  in  a  variety  of  forums  to  provide  infor- 
mation to  our  membership  and  to  the  women  business  community 
at  large  which  will  enable  them  to  function  more  effectively  in  the 
marketplace  and  to  move  their  enterprises  forward. 

We  have  become  a  clearinghouse  of  sorts  for  many  who  are  seek- 
ing resources  to  assist  them  in  the  many  aspects  of  doing  business. 

Because  of  the  growing  strength  and  visibility  of  NAWBO,  we 
often  are  able  to  help  women  who  have  become  frustrated  by  the 
system.  However,  I  have  noticed  in  the  last  couple  of  years  that  es- 
pecially Government  agencies  are  becoming  much  more  responsive 
to  women  in  business  and  women  who  are  seeking  information  and 
assistance. 

Here  in  Pennsylvania,  we  have  the  Bureau  of  Women's  Business 
Development,  led  by  Lenore  Cameron,  who  was  just  sitting  here, 
and  she  has  been  very  active  in  promoting  women  in  business,  but 
the  frustration  is  that  Lenore's  department  was  created  and  then 
not  given  the  funding  to  achieve  their  mission. 

When  our  administration  changes  in  November,  this  bureau 
must  be  maintained,  and  funding  must  be  earmarked  for  it  to  en- 
able the  bureau  to  be  effective  in  its  work. 

It  is  becoming  more  and  more  apparent  that  there  is  a  need  for 
women  to  make  themselves  available  to  mentor  those  in  the  earlier 
stages  of  business.  This  year,  we  are  revamping  our  mentoring  pro- 
gram to  be  more  informal  in  its  approach  and,  therefore,  a  bit  less 
intimidated  for  all  concerned.  Within  a  group  mentoring  situation, 
individuals  have  the  opportunity  pair  up  naturally  if  there  is  a 
need. 
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SCORE  has  been  encouraging  greater  participation  in  their  pro- 
gram by  seasoned  businesswomen,  which  is  wonderful.  The  new 
program  is  an  incredible  step  forward  in  concept  by  creating  a 
forum  for  women  to  share  and  to  learn  from  each  other. 

I  have  been  very  impressed  with  the  SBA  under  the  direction  of 
Erskine  Bowles.  He  has  taken  the  bull  by  the  horns  and  with  great 
speed,  especially  for  being  a  government  agency,  has  revamped  the 
entire  loan  program. 

Already  we  are  seeing  the  enormous  impact  these  new  programs 
have  had  when  helping  small  businesses  to  expand  and  to  succeed, 
and  the  statistics  were  given  earlier  here  today. 

In  terms  of  more  Government  support  being  needed,  yes,  it  is  in 
the  areas  of  certification  and  in  accountability  to  utilizing  the  small 
and  minority  contractors,  vendors,  and  service  businesses.  Lip  serv- 
ice is  not  enough.  There  must  be  action.  All  of  the  legislation  in  the 
world  means  nothing  if  there  is  no  accountability. 

What  are  we  doing  in  NAWBO  to  continue  to  influence  public 
policy  as  it  relates  to  legislation  favorable  to  small  minority  and 
women  businesses? 

We  are  educating  our  members  across  the  countrv  and  develop- 
ing public  policy  positions  in  preparation  for  the  selection  of  dele- 
gates to  the  White  House  conference  in  1995. 

We  did  have  a  very  strong  influence  on  the  '86  conference,  which 
enacted  important  legislation  which  set  the  tone  and  direction  for 
years  to  come,  and  we  intend  to  be  just  as  influential  this  time 
around. 

In  terms  of  networking,  I  made  it  my  mission  when  I  gamed  a 
prominent  position  within  NAWBO  to  increase  our  networking  ca- 
pabilities, to  reach  out  to  other  women's  organizations  within  the 
regions  and  invite  them  to  work  with  us  on  programs  to  expand 
our  ability  as  a  member  group  to  work  with  other  women's  organi- 
zations in  a  variety  of  fields  which  they  are  experts. 

Thank  you. 

[Ms.  Paul's  statement  may  be  found  in  the  appendix.l 

Ms.  Margolies-Mezvinsky.  I  thank  you  very  much. 

For  the  students  who  have  just  come  in,  let  me  briefly  tell  you 
what  we  have  been  doing  here  this  morning. 

This  is  the  final  panel,  and  these  are  field  hearings  for  the  Com- 
mittee on  Small  Business  of  the  U.S.  Congress,  and  we  are  basi- 
cally discussing  business  opportunity  and  procurement  opportuni- 
ties for  women-owned  small  businesses. 

The  first  panel  talked  about  the  accessibility  to  credit,  the  second 
panel  talked  about  business  opportunities,  and  the  third  panel  here 
is  talking  about  support  services. 

In  front  of  you  are  Carol  Rabe  from  Discovery  Schools;  Colleen 
Charleston,  who  is  from  Little  Souls— that  is  a  company  that  cre- 
ates these  extraordinary  dolls  over  here — and  Bonnie  Paul,  whom 
you  just  heard  briefly.  She  is  from  the  National  Association  of 
Women  Business  Owners. 

What  has  been  the  toughest  part  for  all  of  you?  You  were  so  elo- 
quent talking  about  how  you  started  and  how  you  needed  credibil- 
ity. 

Tell  us,  first  of  all,  what  has  been  the  hardest  personal  part  for 
you,  and  then,  at  the  end,  especially  for  the  students  who  have  just 
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arrived,  talk  a  little  bit  about  what  the  growth  process  meant,  and 
if  you  could  be  more  specific  for  me,  what  does  it  mean  when  you 
said  you  are  in  better  shape  now? 

Ms.  Charleston.  There  is  a  certain  part  of  me  that — I  am  very 
proud  of,  in  our  8  years,  what  we  have  done  to  get  where  we  are, 
because  we  did  not  start  out  with  any  capital,  and  my  partner  al- 
ways says  we  were  constantly  inventing  what  we  do,  what  the  next 
step  is. 

So,  I  am  kind  of  proud  of  that  long  process,  but  in  retrospect,  I 
think,  if  we  had  been  capitalized  properly,  if  we  had  been  taken  se- 
riously with  the  first  round  of  bankers  we  had  been  speaking  to 
and  with  the  vendors  and  our  suppliers,  that  we  could  have  better 
supported  our  employees,  better  supported  the  community  from 
which  we  employ  our  people. 

Ms,  Margolees-Mezvinsky.  Do  you  cover  all  of  your  employees 
with  health  benefits? 

Ms.  Charleston.  Our  full-time  employees. 

Ms.  Margolies-Mezvinsky.  Give  me  that  number. 

Ms.  Charleston.  Maybe  40  percent. 

Ms.  Margolies-Mezvinsky.  The  rest  are  considered  part-time 
employees. 

Ms.  Charleston.  Yes. 

Ms.  Margolies-Mezvinsky.  OK 

Ms.  Charleston.  I  think  the  credibility  factor  was  very  big  for 
us. 

I  think  now  we  have  finally  proven  ourselves,  and  we  have 
aligned  ourselves  with  people  who  take  into  account  our  socially  re- 
sponsible bottom  line,  and  it  is  with  that  group  of  people  who  we 
have  perhaps  been  most  successful  in  brokering  what  we  are  trying 
to  accomplish, 

Ms.  Margolies-Mezvinsky,  What  is  your  bottom  line  now? 

Ms.  Charleston.  Well,  we  not  only — we,  of  course,  want  to  make 
a  dollar,  but  we  feel,  as  much  as  we  market  our  product,  we  also 
aggressively  market  a  philosophy  that  we  must  give  back. 

In  particular,  in  our  case,  we  look  to  benefit  and  enrich  and  aid 
the  lives  of  children,  not  only  in  the  Philadelphia  community  but 
in  the  other  parts  of  the  world  that  we  are  involved. 

We  started  a  nonprofit  foundation  last  year  that  does  specifically 
that,  and  some  of  our  profit  goes  toward  reaching  out  to  children. 

Ms,  Margolies-Mezvinsky,  Carol? 

Ms.  Rabe.  I  would  say  that  the  answer,  being  taken  seriously,  is 
certainly  the  most  important  answer.  Not  unlike  my  fellow  panel- 
ist— in  the  beginning,  child  care,  of  course,  as  an  emerging  indus- 
try, was  not  taken  seriously  at  all. 

We  were  considered  baby-sitters,  and  so,  you  could  have  an  en- 
tire wall  full  of  college  diplomas  which  gave  you  credibility  fi'om  a 
university  point  of  view  and  you  were  looked  upon  as  a  cottage  in- 
dustry which  was  doing  not  much  more  than  someone  in  the  neigh- 
borhood would  do  if  they  decided  to  take  in  children  after  school. 

It  has  been  a  very  long  haul  for  us  to  be  considered  a — to  rise 
to  a  level  of  professionalism  as  an  industry. 

Certainly,  one  of  the  significant  changes — and  that  is  the  focus 
on  work-site  child  care — has  helped  that  to  occur,  because  the 
professionalization  of  our  industry  comes  from  dealing  with  cor- 
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porations  on  a  daily  basis  who  partner  with  us  to  provide  care  for 
their  employees,  and  also,  I  would  say  that  the  difference  for  me 
personally  between  my  starting  my  first  child-care  company  in  the 
early  '80's,  which  was  basically  a  residential  company— we  focused 
on  neighborhoods  and  provided  preschool  care  and  were  very  inno- 
vative in  providing  infant  care — and  what  we  do  today  with  about 
320  employees  and  1,600  to  1,700  children  on  a  daily  basis,  there 
is  an  extraordinary  difference,  and  we  also  feel  very  fortunate  be- 
cause we  can  give  back  to  the  communitv,  and  we  do  parent  re- 
source and  referral  work,  we  do  neighborhood  counseling,  we  par- 
ticipate in  all  the  neighborhoods  where  we  provide  service,  and  we 
get  very  involved  in  community  activities. 

So,  we  do  provide  benefits  for  our  employees.  We  encourage  them 
to  go  back  and  continue  their  education. 

Ms.  Margolies-Mezvinsky.  How  many?  All  of  your  employees? 

Ms.  Rabe.  Yes.  Our  employees  who  work  over  30  hours,  30  hours 
or  more,  are  entitled  to  our  health  benefits.  However,  our  employ- 
ees who  are  part-time  emplovees  are  entitled  to  our  educational 
benefits,  etcetera.  So,  we  work  very  hard  to  improve  their  quality 
of  professionalism  with  us. 

I  am  happy  to  also  say  that,  in  our  industry,  turnover  is  a  huge 
issue.  The  norm  some  years  is  40  to  50  percent  turnover  in  a  child- 
care  company.  That  is  an  extraordinarily  high  percentage. 

We  average  10  to  12  percent  turnover  every  year,  and  I  believe 
the  reason  for  that  is  because  people  come  in  with  us  and  stay  be- 
cause they  understand  that  they  are  valued,  because  they  under- 
stand that  we  encourage  them  to  advance  to  whatever  level  they 
might  choose. 

So,  if  you  are  an  assistant  teacher  with  us,  you  become  a  head 
teacher,  you  become  a  director,  a  regional  manager,  an  operating 
officer,  etcetera. 

So,  I  am  very  happy  to  say  that  our  employee  base  seems  very 
supportive. 

Ms.  Margolies-Mezvinsky.  In  your  testimony,  you  said  that  em- 
ployer and  Government  support  significantly  enhances  both  the  af- 
fordability  and  the  acceptance  of  group  child  care. 

Could  you  tell  us  very  briefly  how  and  how  you  convince  compa- 
nies to  become  involved  in  child  care  which,  as  you  implied,  is  so 
important,  when  so  many  parents  can  have  lunch  with  their  chil- 
dren and  the  whole  structure. 

At  the  one  end  of  the  spectrum  that  you  outlined  for  us  was  a 
child  coming  into  day  care  in  his  or  her  pajamas  and  leaving  at  the 
other  end  to  sleep  at  home,  your  having  fed  the  child  three  meals. 

Ms.  Rabe.  Yes. 

Ms.  Margolies-Mezvinsky.  At  the  other  end  of  the  spectrum  is 
the  parent  who  can  come  in  and  have  lunch  with  that  child  and 
really  create  a  different  atmosphere. 

Ms.  Rabe.  Well,  one  of  the  main  problems  that  we  have  found 
in  encouraging  corporations  to  participate  in  on-site  or  near-site 
child  care  is  the  word  that  they  dread  most,  which  is  liability,  and 
so,  if  they  can  find 

Ms.  Margolies-Mezvinsky.  Space? 

Ms.  Rabe.  Well,  it  is  interesting.  We  can  design  a  child-care  cen- 
ter almost  anywhere. 
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Ms.  Margolies-Mezvinsky.  Aren't  there  rules  and  regulations 
that  say  that  you  have  to  have  a  certain  amount  of  space? 

Ms.  Rabe.  Yes.  Square  footage  per  child  is  a  requirement.  That 
is  a  licensing  requirement.  So,  it  varies  from  State  to  State,  again 
no  standardized  criteria  for  child  care,  but  within  that  framework, 
it  is  possible  to  design  a  child-care  center  almost  anywhere. 

We  have  done  it  in  hospitals,  in  parking  garages.  In  fact,  the 
overpass  that  stretches  over  Interstate  395  houses  a  child-care  cen- 
ter with  a  licensed  capacity  of  200,  which  I  helped  design,  with  no 
outside  light  and  no  windows.  The  biggest  problem  we  had  there 
was  trying  to  decide  how  to  install  plumbing. 

We  have  children  who  come  to  that  center  every  day  and  do  not 
really  realize  they  do  not  have  outside  light,  because  we  have  used 
five  different  kinds  of  lighting  to  simulate  the  light  they  would  get 
from  outside. 

We  placed  a  playground  on  the  roof  of  L'Enfant  Plaza,  and  they 
go  outside  there  every  day. 

So,  you  can  really  put  a  child-care  center  almost  anywhere.  The 
problem  is  getting  a  corporation  to  allocate  funds,  because  the  em- 
ployee based,  very  often,  feels  that  this  is  a  very  isolated  benefit. 

It  used  to  be  thought  of  as  a  female  benefit,  and  now  it  is  a  fam- 
ily benefit  but  still  a  benefit  for  people  who  have  children  zero  to 
6  years  of  age  on  a  daily  basis  and  zero  to  12  years  of  age  if  we 
do  sick  care. 

So,  once  a  corporation  has  decided  that  they  will  allocate  funds, 
then  we  will  take  care  of  the  rest.  We  will  do  everything  from  de- 
signing the  facility  to  purchasing  the  equipment,  hiring  the  staff, 
running  the  program,  and  of  course,  we  do  assume  full  liability  re- 
sponsibility, and  again,  liability  insurance  coverage  is  not  man- 
dated. So,  it  is  on  a  per-case  basis. 

In  our  case,  we  always  name  the  corporation  as  an  additional  in- 
sured. So,  we  try  to  get  around  the  liability  issue  that  way,  but  it 
is  very  difficult. 

Ms.  Margolies-Mezvinsky.  Congress  women  Lucille  Roybal-Al- 
lard  would  like  to  have  some  questions. 

Ms.  Roybal-Allard.  Ms.  Charleston,  in  your  testimony  you  said 
that  mainstream  sources  and  governmental  assistance  have  always 
seemed  to  be  complicated  and  well  beyond  our  reach.  If  you  were 
in  a  position  to  change  that,  what  would  you  like  to  see  happen? 

Ms.  Charleston.  Well,  I  think,  for  us  and  women  business  own- 
ers, that  we  naturally  gravitate  toward  other  women  and  women's 
organizations.  I  am  very  familiar  with  NAWBO,  and  I  think  if  gov- 
ernment initiatives  were  presented  in  that  kind  of  forum,  I  think 
it  would  seem  less  intimidating,  more 

Ms.  Margolies-Mezvinsky.  User-friendly. 

Ms.  Charleston.— user-friendly,  yes. 

Ms.  Roybal-Allard.  When  you  say  in  that  forum- 


Ms.  Charleston.  Women's  organizations,  because  I  think  that  is 
what  just  seems  more  comfortable  for  us  to  go  to,  and  in  our  his- 
tory, we  have  tried  different  things  but  have — early  on,  we  were 
turned  away  or  discouraged  or  whatever,  and  so  the  tendency  to  go 
back  and  try  it  again  and  see  what  is  new  happening  I  can't  say 
that  we  have  done,  but  if  we  were  maybe  kept  informed  through 
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these  groups,  I  think  that  there  might  be  more  of  a  tendency  for 
us  to  try  something  again.  Does  that  make  sense? 

Ms.  Roybal-Allard.  OK 

Ms.  Margolies-Mezvinsky.  Would  you  Hke  to  add  something  to 
that? 

Ms.  Paul.  That  is  what  we  are  here  for,  is  to  provide  this  oppor- 
tunity and  this  service  to  the  women  in  the  community. 

Ms.  Margolies-Mezvinsky.  You  must  be  pleased  to  know 
that 

Ms.  Paul.  That  they  feel  comfortable  with  us.  That  is  why  we 
run  so  many  different  kinds  of  programs,  which  often  get  confusing 
because  there  are  so  many  aspects  to  it. 

I  would  like  to  make  one  point.  I  am  sitting  here  with  someone 
who  owns  a  child-care  facility,  I  am  sitting  here  with  someone  who 
makes  dolls,  and  they  said  that  they  have  difficulty  being  taken  se- 
riously because — or  they  did — ^because  of  what  their  business  was. 

On  the  other  side  of  the  coin,  I  have  many,  many  women  in  my 
organization  that  have  trouble  being  taken  seriously  because  of 
their  nontraditional  businesses,  specifically  in  the  construction  in- 
dustry, and  that  is  something  that  we  must  move  forward  to  ag- 
gressively address  in  getting  an  even  playing  field  for  women  in 
these  nontraditional  roles  and  getting  them  greater  percentages  of 
those  contracts  that  are  out  there  as  major  vendors,  contractors, 
and  subs. 

They  are  not  getting  them,  and  it  is  still  a  male-dominated  in- 
dustry, and  it  is  very,  very  difficult  for  our  women  to  make  head- 
way in,  specifically,  the  construction  industry  and  construction-re- 
lated fields. 

Ms.  Margolies-Mezvinsky.  Lucille. 

Ms.  Roybal-Allard.  Just  following  up  on  that  point,  again.  One 
of  the  panelists  mentioned  that  information  is  really  critical  to  suc- 
cess, and  I  would  just  like  to  suggest  that  there  are  many,  many 
women  who  are  out  there  who  have  been  successful.  I  am  meeting 
several  of  those  women  today. 

Yet,  that  information  does  not  always  flow  to  us  as  Members  of 
Congress.  Very  often,  when  I  am  going  out  and  speaking  in  dif- 
ferent parts  of  the  country  about  business  and  women,  it  would  be 
very,  very  helpful  for  me  to  have  the  resources  to  give  examples  of 
women  who  are  in  construction. 

I  always  have  to  call  and  ask  for  examples.  There  really  is  not 
one  resource  that  we  can  go  to. 

I  already  have  several  examples  today,  and  it  is  important  to 
make  sure  that  the  flow  of  information  goes  both  ways,  not  just  to 
your  own  Congressperson  but  to  the  rest  of  us  who  really  are  out 
there  representing  all  of  you  on  a  nationwide  basis.  In  my  own  dis- 
trict I  can  use  examples  to  give  to  the  different  financial  institu- 
tions, the  different  business  organizations  that  I  talk  to. 

I  only  knew  of  one  example  in  construction,  a  woman  in  New 
Mexico  who  has  been  very  successful.  She  spoke  about  the  dif- 
ficulty and  the  discrimination  that  she  faced  because  she  was  going 
into  a  traditionally  male  business. 

So,  I  just  want  to  say  that  it  is  important  that  information  flow 
both  ways  and  that  the  successes  also  reach  those  of  us  who  are 
out  there  advocating  on  your  behalf. 
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Ms.  Margolies-Mezvinsky.  I  think,  on  that  note,  we  will  con- 
clude this  morning's  hearing.  That  is  a  good  way  to  end,  unless  you 
have  something  further. 

Mr.  Flake.  Again,  I  really  have  just  commendations  for  these  la- 
dies. /.I      .      • 

I  guess,  in  some  ways,  I  share  with  you  the  agony  of  be^nning 
the  business  processes.  My  church  faced  the  struggles  particularly 
with  institutions.  We  started  with  myself  and  a  secretary  and  built 
eight  corporations  into  780  employees  over  an  18-year  period,  and 
repeatedly  heard  the  same  institutional  responses. 

We  started  our  own  school,  and  banks  said,  "if  it  was  an  apart- 
ment building,  we  could  fimd  it,  because  we  would  know  how  the 
income  was  flowing." 

I  want  you  to  understand  that  my  heart  is  with  you,  because  I 
have  had  to  go  through  some  of  the  same  kinds  of  issues  and  dif- 
ficulties, and  whatever  kind  of  support  we  can  give  to  make  you 
successful,  I  think  we  will  want  to  do  that. 

Last,  to  Ms.  Mezvinsky,  it  is  good  to  be  here,  and  certainly,  we 
want  to  beheve  that,  in  the  104th  session  of  Congress,  you  will  be 
there  to  continue  to  help  us  as  we  help  you  to  fight  for  these  issues 
which  are  so  critical  for  all  of  us. 

Ms.  Margolies-Mezvinsky.  Thank  you. 

I  would  just  like  to  thank  both  of  my  colleagues,  Mr.  Flake  and 
Ms.  Roybal,  but  I  would  like  to  add  to  what  Ms.  Roybal  has  just 
said  and  that  is  that  it  must  be  a  two-way  street. 

As  a  former  journalist,  I  know  how  important  anecdotes  are  and 
how  important  it  is  to  start  with  the  specific  rather  than  the  gen- 
eral, and  for  that,  I  hope,  Bonnie,  we  can  keep  in  touch  big  time, 
and  you  can  give  us  those  examples,  both  the  local  ones  and  the 
more  global  ones,  and  thank  you  very  much  for  being  here. 

I  would  like  to  thank  all  of  the  panelists,  those  who  have  re- 
mained. Thank  you. 

With  that,  we  end  the  hearing.  . 

[Whereupon,  at  11:26  a.m.,  the  committee  was  adjourned,  subject 
to  the  call  of  the  chair.] 
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OPENING  STATEMENT  OF  THE 
HONORABLE  MARJORIE  MARGOLIES-MEZVINSKY 

OCTOBER  3,  1994 

FIELD  HEARING  AT  BEAVER  COLLEGE,  PENNSYLVANIA 

COMMITTEE  ON  SMALL  BUSINESS 


In  the  spring  of  1988,  under  the  direction  of  Chairman  La  Falce,  who  has 
also  been  a  leader  in  working  toward  providing  opportunity  for  women-owned 
business,  the  Committee  on  Small  Business  of  the  United  States  House  of 
Representatives  held  extensive  hearings  on  the  contributions  that  women-owned 
businesses  make  to  the  economy.   At  the  conclusion  of  the  hearings,  the 
committee  issued  a  comprehensive  report  entitled,  New  Economic  Realities:  THe 
raise  of  Women  Entrepreneurs,  which  lead  to  the  passage  of  Public  Law  100- 
533,  the  Women's  Business  Ownership  Act  of  1988.   In  its  report,  the  committee 
disclosed  that : 

"Small  business  generally  cite  limited  access  to  capital  as  a  primary 
deterrent  to  business  success.   Capital  is  essential  for  business  formation, 
expansion  and  operating  expenses.   No  matter  how  marketable  the  idea,  or  how 
capable  the  management  skills  of  the  owner,  unless  an  emerging  business  has 
sufficient  funds  available  to  keep  it  running  until  it  can  generate  its  cash 
flow,  it  is  bound  to  fail." 

In  1994,  the  experiences  of  women  business  owners  are  no  different  than 
when  the  Committee  first  conducted  it's  inquiry.   Access  to  capital  and  credit 
remain  among  the  most  significant  factors  in  determining  the  success  of  women- 
owned  businesses;  lack  of  access  continues  to  be  the  most  likely  reason  for 
failure  of  such  business. 

Another  major  concern  for  the  Committee  on  Small  Business  has  been  that 
of  procurement  opportunity  for  women  owned  small  business.   Last  year  women- 
owned  small  businesses  received  only  1.1%  of  the  over  $190  billion  in  federal 
contracts  awarded  that  year.   Yet  women  comprise  of  51%  of  the  population  and 
approximately  32.2%  of  all  business  owners. 

The  Chairman  of  this  Committee,  John  La  Falce,  along  with  the  ranking 
minority  member,  Jan  Meyers  of  Kansas,  have  been  great  advocates  for  women's 
goals  in  the  procurement  process . 

With  the  help  of  the  Chairman,  Jan  Meyers,  the  other  women  members  of 
the  Committee  on  Small  Business  including  Rep.  Lucille  Roybal-Allard,  as  well 
as  many  other  members  of  the  Committee  including  Rep.  Floyd  Flake,  we  were 
able  to  introduce  and  unanimously  pass  a  5%  goal  for  women-owned  small 
businesses  in  the  Federal  Procurement  process. 

This  bipartisan  effort  was  joined  on  the  Senate  side  with  a  bipartisan 
effort  lead  by  Senators  Kay  Bailey  Hutchison  and  Carol  Moseley-Braun  to  bring 
to  pass  what  result  in  the  signing  into  law  on  October  6,  1994  of  the  Federal 
Acquisition  Act  of  1994  including  this  5%  goal  for  women-owned  small 
businesses. 

It  is  with  this  background  that  I  look  forward  this  morning  to 
discussing  more  concerning  business  opportunity  and  procurement  opportunity 
for  women-owned  small  business. 

Thank  you . 
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SOMEN'S  roLl^TERAL  n^TVPINC;.  HVC. 

TESTLMONY  TO  THE  rOMMriTEE  ON  SM4JLL  BI^SBVESS 

HOI  SE  OF  RErRESENTATm; 

OCTOBER  J,  1994 


Women  !,  Collateral  Fundmg,  Inc  was  created  in  November  of   993  by  Nina  DroNvn  and 
Nicholas  D  Jones  in  Phikdelpliia,  PA.  to  pro^de  ahemative  funding  for  qualified  women 
entrq)reneurs  through  a  new  fiinding  instrument.  Venture  CoDatcral    The  Msion  of  the 
company  is  to  change  the  aational  economy  by  unlocking  access  to  capital  across  the 
cotmtrv  for  expanding  women-owned  businesses  who  are  denied  small  loan  requests  due 
onh'  to  lack  of  collateral. 

Tlie  testimony  that  I  wish  to  pro\'idc  to  the  Committee  members  this  morning  comes  from 
my  three  years  of  research  done  in  preparation  for  the  creation  or"  our  company    Hundreds 
of  businesses  small  and  large  and  executi\'es  both  men  and  women  have  counseled  me  as  I 
made  decisions  as  to  wliether  to  take  on  a  venture  finance  company  and  how  to  structure 
the  fimding    The  resuhs  indicated  that  the  most  difScult  level  of  funding  for  women  in 
busmess  to  secure  is  m  the  micro  loan  range  of  SI  0,000  to  $25,000.  There  are  venture 
capital  sources  for  the  million  dollar  fiinding  level,  but  vcr,-  few  sources  for  the  more  time 
and  labor  consuming  smaller  amounts.   The  SBA  and  several  bank  consortiums  have  made 
a  concerted  effort  to  address  this  market,  but  there  is  still  one  crilicnl  problem  that  has  not 
been  rcsohed  and  that  is  the  overwhehning  need  to  help  women  with  the  collateral 
requirement    In  oiu  opmion.  too  many  companies  are  rejected  from  traditional  and  e\-en 
non-traditional  lending  soiu-ces  for  this  one  reason  alone. 

What  would  the  economy  look  like  if  collateral  where  not  an  issue  for  women  in  business? 
If  it  is  true  that  small  business  dri\es  the  economy;  if  it  is  true  that  women-owned 
businesses  are  the  fastest  growing  segment  of  the  economy;  if  it  is  true  that  access  to 
capital  is  the  greatest  problem  they  encounter;  and  if  collateral  is  'Jie  biggest  reason  wfiy, 
then  by  tomning  that  statement  backwards  and  removing  the  collateral  problem,  the 
coimtr^-  ends  up  with     1.  more  women  growing  their  businesses  tnd  2.   a  large  slirauhis 
to  the  national  economy 

Th.  reasons  that  women  have  a  collateral  problem  is  three  fold.   Very  often  she  ^v^ll  exit 
from  a  divorce  \vithout  the  house,  or  her  entrepreneurial  husband  has  aheady  pledged  the 
house  or  in  the  worst  case  scenario,  he  does  not  take  her  seriousl-/  and  wont  pledge  the 
house    There  is  also,  the  situation  that  many  women  run  services  businesses  which  do  not 
have  the  hard  assets  of  manufacturing  compames  ^v,th  which  to  s,-aire  a  bank  loaiv   The 
question  is  wiiae  does  she  go  to  get  expansion  monev'  without  assets  to  pledge.   TTie  tvvo 
women  that  our  vomig  companv  has  ftuided  have  no  real  estate  at.d  were  not  expanding  as 
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they  could  have  ^vvh  their  businesses  due  to  lack  of  coilateral.  Today,  ihey  both  lia\t? 
bired  expanded  and  generally  returned  lo  the  community  tax  Hollars  and  ail  the  other 
benefits  of  the  lrickle-dov--n  theory. 

Wlien  wc  were  interviewed  for  the  November  issue  of  Money  Magazine,  the  editor  asked 
us.  "Wlio  else  does  what  Women's  Collateral  Fimding  does"^  With  all  of  my  contacts  and 
research.  I  am  hard  pressed  to  answer  that  question  other  than  •  baner  or  faaoniig     Tlie 
new  green  line  program  that  the  SDA  has  initiated  known  as  Tnc  Women  s 
Prequalification  Pilot  Loan  Program  may  be  the  answer,  which  vve  will  be  testing  shonl> 
Whh  this  new  program,  the  SB  A  will  be  prequaiifying  women  usmg  cash  flow  more  than 
coilateral  as  criteria.   The  85  ■  90%  guarantee  by  the  SBA  is  patentialh  \  en  helpful  since 
as  we  heard  from  the  last  field  hear,  banks  arc  beholden  to  their  depositors  and  controlled 
by  the  barrage  of  regulator}-  reqmrements  and  cannot  accept  a  loan  without  collateral 
guarantee  fi-om  the  candidate,  the  SBA  or  a  third  parry     The  reason  there  is  not  an  easA 
ansvver  boils  down  to  the  word  •  RISK 

There  arc  two  natiu-al  risk  takers  for  a  loan  lacking  collateral.   One  is  the  entir\'  wliich 
attempts  to  secures  its  risk  by  taking  an  equity  position  in  the  company,  such  as  with 
Venture  Capital  or  in  our  case,  Venture  Collateral.  And  the  othrr  is  the  countrs .  which 
hopes  to  generate  economic  stimulation  by  domg  so.  Therefore  I  commend  you. 
representaiKe  of  our  country,  for  expressing  such  a  real  interest  in  this  issue  by  holdmg 
this  field  heanng,  and  I  commend  the  US  SBA's  Office  of  Womim's  Business  Ownership 
for  pushing  for  programs  such  as  Low- Doc  and  Greenline. 

To  end  my  testimony,  I  would  state  that  there  is  a  wealth  of  uniirutihued  economic 
resource  in  this  country  in  the  form  of  women  entrepreneius.   ResoKing  the  issue  of 
access  to  credit  to  that  market  as  quickly  as  possible  will  -  "Change  the  National 
Economy" 


iOr-c 


Nina  Brown 

Co-Founder  and  CEO 

Women's  Collateral  Funding,  Inc. 

1616  Wabut  Street,  Suite  1010 

Philadelphifl,  PA    19103 

(215)  772-1900.  FAX  (215)  772-1935 

CapdAlTiclidoc 
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Mr.  Chairman,  Congresswoman  Margol  ics-Mcsvins>^y,  csteomed  memtjers  of  thp  U..":. 
House  of  Representatives  Committee  on  Sm,jn  Business,  and  other  interested 
parties,  thank  you  for  the  opportunity  to  present  testimony  about  capita! 
accessibility,  procurement  opportunity  and  obstacles  limitinq  these  business 
development  strategies  for  women  owned  small  businesses. 


My  name  is  Lenore  Hopewell  Cameron.  I  am  the  Women's  Rusiness  Advocate  for 
the  Coiimonwealth  of  Pennsylvania  and  Director  of  the  Bureau  of  Homen's 
Business  Development  in  the  Pennsylvania  Department  of  Commerce  since  its 
Inception  1n  April  1990. 

The  Bureau  was  established  by  Governor  Robert  P.  Casey  in  Executive  Order 
1990-2.  as  amended,  to  address  the  concerns  of  women  business  owners  reflected 
In  the  study  prepared  by  the  Economic  Development  Partnership  Workinq 

Committee  on  Economic  Equality  for  Women  (Human  Capital +    Opportunity  ^ 

Vitality.  Women's  Significance  in  Pennsylvania's  Growth.  1989).  It  is  the 
Advocate  agency  for  women's  business  development  in  Pennsylvania,  and 
functions  through  its  Director  and  staff  as  the  single  point  of  contact  for 
fostering  and  promoting  women-owned  business  in  the  Commonwealth.  We  provide 
information  and  referrals  for  women  starting,  maintaining,  expanding  and 
concluding  their  businesses  our  state.  (Copies  of  the  executive  order.  Bureau 
profile,  background  and  accomplishments  are  included  as  Attachments  A.  B.  and 
C  to  thi  s  testimony. ) 
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In  July  of  this  year,  the  SBA  announced  the  Low  Documentation  Loan  Application 
Program  for  its  guaranteed  loans  under  $100,000.  Since  the  announcement.  95 
women  business  owners  of  1/0  approved  loan  holders  have  taken  advantage  of  the 
offering.  It  is  a  start.  However,  low  documentation  really  describes  the 
relationship  between  the  hank  and  the  SBA.  Banks  still  may  require  many 
documents  to  support  the  application  to  protect  their  interests. 

We  encourage  women  business  owners  and  the  SBA  to  negotiate  with  the  banks  on 
the  documentation  needed  versus  the  documentation  requested  to  protect  the 
banks'  portfolio.  You  do  not  need  as  much  back-up  for  a  $10,000  or  $20,000 
loan  as  you  do  for  a  $100,000  loan,  especially  if  the  borrower  is  a  customer 
with  an  established  relationship  with  the  bank. 

Most  recently  the  SBA  announced  the  Women's  Business  Loan  Prequal ificatlon 
Pilot  Program  in  the  Eastern  District  of  SBA  Region  Three,  about  37  of  the  67 
Commonwealth  counties.  Women  business  owners  are  very  excited  about  this  and 
so  are  we.  It  provides  an  opportunity  for  the  woman  business  owner  who  has  a 
well  developed  loan  package  to  give  herself  leverage  when  seeking  a  loan  from 
a  bank.  Not  only  will  we  continue  to  encourage  our  women  business  owners  to 
utilize  the  resources  of  the  small  business  development  centers  and  non-profit 
Intermediaries  in  their  area  to  package  their  loans,  but  also  to  shop  for  and 
establish  relationships  with  the  bank  from  which  they  are  seeking  to  obtain  a 
loan.  When  the  approval  from  the  SBA  comes  through,  they  will  be  ready  to 
apply  for  their  loan  with  the  expectation  of  positive  results. 
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On  the  private  side.  Women's  Collateral  Funding,  Inc..  established  by  Nina 
Brown,  from  whom  you  just  hpard,  provides  a  unique  and  creative  access  to 
funding  for  start-up  and  established  businesses.  Pennsylvania  is  pleased  to 
have  been  the  starting  point  for  this  women's  business  resource. 

Some  banks  have  come  to  realise  the  economic  potential  of  Pennsylvania's 
hidden  resource,  women-owned  businesses.  Some,  such  as  CoreSlates  BanK,  N.A. 
(Eastern  and  Central  PA).  Dauphin  Deposit  Bank,  (Central  PA),  Integra  Bank 
(Western  PA),  and  US  Bank  (South  Central  PA),  have  instituted  programs 
targeted  to  assist  small  businesses,  women-owned  In  particular.  They  will  be 
assisted  in  their  efforts  by  the  new  Community  Re-investment  Act  Regulations 
which  apply  the  Act  to  small  business  lending  as  well  as  mortgages  in  the  bank 
target  areas.  Banks  will  now  be  required  to  report  small  business  lending  by 
reace  and  gender.  The  proposed  regulations  are  out  for  comment  and  we 
encourage  theri  promulgation. 

We  are  encouraged  by  these  financing  options  available  to  women  in  our  state. 
We  look  forward  to  the  pilot  programs  extending  across  the  state  so  that  all 
of  our  women  business  owners  may  prosper. 

The  next  step  for  women  business  owners,  of  course.  Is  to  utilize  the 
resources  and  assets  derived  as  a  result  of  exercising  their  financing  options 
to  maintain  and  grow  their  businesses.  They  must  enter  the  public  and/or  the 
private  procurement  cycle. 
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PROCURFHCHT 


According  to  thp  1987  tconomic  Census  of  Women  Business  Owners  published  by 
the  U.S.  Bureau  of  the  Census,  women  owned  businesses  represent  28.57.  of  all 
businesses  In  the  Commonwealth.  Since  its  inception,  through  partnership 
linkages  with  other  Commonwealth  agencies,  local,  county  and  federal 
government  agencies  and  the  private  sector,  the  Bureau  staff  has  been 
monitoring  the  rate  of  participation  by  women-owned  businesses  in  the 
CommonweaUh's  business.  Recent  reports  from  the  PA  Department  of  General 
Services  Office  of  Minority  and  Women  Business  Enterprise  (OMHBE)  indicate 
that  151  of  all  state  contract  dollars  are  awarded  to  women  business  owners. 
However,  there  is  a  perception  that  the  same  businesses  are  receiving  contract 
awards  over  and  over  again. 

On  Tuesday,  September  27.  1994.  eighty  women  business  owners  led  by  the 
Philadelphia  and  Pittsburgh  Chapters  of  the  National  Association  of  Women 
Business  Owners  (NAHBO)  and  the  Pennsylvania  Association  of  Women  Business 
Owners  (PAWRO)  met  1n  Harrlsburg  for  their  first  Women  Business  Owners  Day. 
They  visited  with  legislators  and  agency  heads  to  discuss  certification, 
access  to  capital  and  business  taxation. 
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The  Certified  Women  Business  Owners  Association  of  Pennsylvania,  a  chapter  of 
PAHDO,  reported  the  following  concerns  regarding  procurement  in  Pennsylvania: 

1.  There  is  an  automatic  assumption  that  a  woman  owned  business  is  a 
front,  especially  in  the  construction  business. 

2.  Success  is  minimal,  despite  certification,  because  women-owned 
businesses  are  not  listed  as  bidders  in  prime  contract  submissions 
and  when  they  are  listed  as  sub-contractors,  they  are  not  used.  The 
prime  owner  harasses  the  woman  owner  then  finds  her  company's  work  as 
non-conforming. 

3.  Agencies  do  not  encourage  the  use  of  the  women  owned  businesses  which 
are  certified. 

4.  There  are  large  contract  projects  advertised,  but  they  require  more 
resources  than  the  small  businesses  have  to  perform  the  work. 

5.  In  Pennsylvania,  there  is  no  privity  of  contract  between 
sub-contractors  and  the  Commonwealth.  Therefore,  all  contract 
disputes  must  be  settled  between  the  prime  and  the  sub.  The  primes 
will  not  enter  into  contract  dispute  resolution  agreements. 
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In  an  effort  to  increase  the  actual  numbers  of  businesses  participating  1n 
state  government  contracts,  the  Bureau,  the  Office  of  Contracts  Information 
(OCI)  In  the  Department  of  the  Treasury  and  the  Office  of  Minority  and  Women 
Business  Enterprise  (OMWBE)  in  the  Department  of  General  Services  will  embark 
on  a  series  of  workshops  across  Pennsylvania  to  train  women  business  owners  to 
use  the  resources  of  the  Commonwealth  to  develop  their  businesses. 

The  Office  of  Contracts  Information  provides  listings  of  existing  contract 
awards  over  $5000  which  may  be  accessed  by  potential  bidders.  The  staff  tan 
assist  the  potential  bidders  to  research  previous  contracts  for  the  same  or 
similar  purpose  so  that  the  bidder  can  prepare  a  responsive  bid.  While  this 
is  not  a  new  service  to  potential  bidders  in  Pennsylvania,  it  does  represent  a 
new  focus  of  activity  -  women  business  owners  and  a  new  partnership  between 
state  agencies  for  our  mutual  consitutencies 

OMWBE  Is  the  primary  certification  agency  1n  Pennsylvania.  As  part  of  this 
program,  OMWBE  staff  will  instruct  women  how  to  prepare  certification 
documents  and  will  accept  completed  packages  for  certification.  As  part  of 
this  program,  women  business  owners  can  expect  a  response  within  two  work 
weeks. 

The  Bureau  will  advise  the  attendees  on  the  financial  resources  available  to 
them  to  perform  the  contracts  on  which  they  have  successfully  received  a 
contract  award.  In  effect,  the  team  will  be  training  women  business  owners  to 
become       prime       contractors       and       betters       subs. 
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President  Clinton  1s  expected  to  sign  the  Federal  Acquisition  Streamlining  Act 
of  1994,  in  early  October.  This  act  provides,  among  other  things,  a  5X  agenc.y 
goal  for  women-owned  business  participation  in  federal  contracts.  This  is  a 
major  opportunity  for  women  owned  businesses.  Recent  figures  indicate  that 
women  have  received  barely  1%  of  the  billions  of  federal  contract  dollars 
which  are  available.  Under  this  legislation,  federal  agencies  must  make  an 
extra  effort  to  include  women  in  the  process. 

The  Act  also  provides  an  opportunity  for  small  business  development  centers 
(SRDC's),  SCORE  Chapters  and  local  development  districts  (LDD's)  under  the 
Appalachian  Regional  Commission  to  reach  out  to  identify  those  women  business 
owners  who  have  goods,  services,  commodities  and  construction  capability  for 
federal  contracts.  The  PASS  system  Is  not  enough.  In  my  state  there  are 
women  whose  businesses  have  been  in  the  PASS  data  base  for  more  than  one  year 
and  have  never  received  a  bid. 

A  more  proactive  approach  to  bring  women  business  owners  into  the  main  stream 
is  to  utilize  the  databases  and  resources  of  the  National  Association  of 
Women's  Business  Advocates  (NAWBA).  Its  associate  members  and  women's  business 
owner  organizations  to  Identify  and  contact  women  businessowners  about  federal 
contracting  opportunities. 
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The  National  Association  of  Women's  Business  Advocates  (NAHBA)  of  which 
Pennsylvania  is  a  charter  member,  is  national  organization  representing  more 
than  twenty  states,  the  Province  of  British  Columbia  and  the  State  of 
Queensland,  Australia.  NAWBA's  purpose  is  to  serve  as  an  advocate  for  women 
business  owners  by  fostering  a  nationwide  awareness  of  the  economic 
contribution  made  by  this  growing  business  segment.  (He  meet  bi-annually. 
The  next  meeting  is  October  25-29,  1994  in  Las  Vegas.  NV.  The  Organization 
Profile  follows  as  Attachment  0.) 

This  linkage  is  especially  important  as  the  federal  government  begins 
Implementing  another  provision  of  the  Federal  Acquisition  Streamlining  Act  of 
1994.  the  Federal  Acquisition  Computer  Network  (FACNET).  Ihe  purpose  of  this 
data  system  is  to  Increase  the  competitive  base  of  businesses  which  can  access 
federal  procurement  opportunities.  The  objective  is  to  eliminate  the  need  for 
the  "Commerce  Business  Daily"  for  agency  bids  under  $100,000.  The  full 
Implementation  is  scheduled  for  January  I,  2000.  However,  implementation 
training  has  begun  for  staff  at  various  SBDC's  and  other  technical  assistance 
organizations.  Interim  Implementation  is  planned  for  January  1997.  This  is 
for  contracts  under  $50,000  which  follows  simpljfied  procedures. 

FACNET  will  allow  agencies  to  post  notices  of  contract  opportunities  on  this 
electronic   data   system  through   which   potential   bidders   may   receive 
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bid  information.  It  requires  a  modem,  486  comouter  with  a  200  meg  hard  drive 
and  8  meg  RAM.  It  also  requires  that  ail  bids  be  In  a  particular  computer 
format  which  trust  be  converted  by  a  vendor  through  a  Value  Added  Network. 

At  first  this  sounds  like  a  good  idea  because  business  owners  will  not  have  to 
subscribe  to  the  "Commerce  Business  Daily".  It  is  environmentally  sound 
because  there  is  not  a  build-up  of  paper  to  be  re-cycled.  However,  for  many 
businesses,  especially  women-owned  small  businesses,  such  a  system  can  amount 
to  a  barrier  to  Information  Access  and  defeat  the  very  purpose  for  which  the 
system  is  designed.  The  reason  it  can  amount  to  a  barrier  is  cost.  Some 
businesses  which  could  benefit  from  participation  in  the  program  because  of 
the  higher  threshold  for  contracts  and  the  simplified  procedures  may  not  have 
the  financial  resources  to  purchase  the  necessary  equipment. 

As  the  system  Is  implemented,  I  recommend  that  facilities  be  made  available 
for  women  and  other  small  business  owners  to  access  the  information  through 
SBDC  computer  centers.  Small  Business  Institutes  at  colleges  and  universities, 
public  libraries,  LDD's  and  other  non-profit,  economic  development  entities. 
Some  entities  might  be  allowed  .to  charge  a  reasonable  access  fee  to  cover 
costs.  However,  if  the  federal  government  is  establishing  this  system  as  the 
Access  Avenue  to  federal .procurement,  then  this  highway  should  not  prohibit 
ingress  and  egress  to  opportunities. 
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Information  is  power.  Access  to  information  1$  as  Important  as  access  to 
capital.  Without  information,  how  does  a  person  know  where  and  how  to  get 
capital? 

The  Bureau  commends  the  Committee  for  its  efforts  on  behalf  of  women-owned 
small  businesses.  It  definitely  seems  to  understand  that  when  you  provide 
assistance  to  one  segment  of  a  community  which  needs  help,  the  whole  community 
benefits. 

Women-owned  businesses  continually  face  the  challenge  of  becoming  successful 
using  available  resources.  As  entrepreneurs  they  learn  to  be  creative  and 
flexible  to  accomplish  their  established  business  goals.  However,  they  do 
need  and  seek,  assistance  to  establish  sound  business  practices,  develop 
networking  linkages,  develop  growth  strategies  and  long  range  planning 
mechanisms,  develop  marketing  strategies  and  access  to  global  markets,  and  to 
develop  access  to  funding  sources  compatible  with  their  business  requirements. 

The  Bureau's  function  and  future  intent  is  to  continue  to  be  the  single  point 
of  contact  to  assist  women  entrepreneurs  meet  their  business  challenges. 

I  encourage  the  Committee  to  adopt  a  similar  posture  by  continuing  to  provide 
financing  opportunities,  opening  the  door  for  procurement  and  supporting 
technical  skills  development  resources  such  as  SBDC's,  SCORE,  and  SBI' s . 
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Good  morning  Mr.  Chairman  and  Members  of  the  Committee.   I 
am  Susan  McCann,  U.S.  Small  Business  Administration  (SBA)  Region 
III  Administrator.   Region  III  includes  Pennsylvania,  West 
Virginia,  Maryland,  Delaware,  Virginia  and  the  District  of 
Columbia.   The  Regional  Office  is  located  in  King  of  Prussia, 
Pennsylvania.   On  behalf  of  our  Acting  Administrator,  Cassandra 
Pulley,  thank  you  for  inviting  me  to  appear  before  you  this 
morning  to  discuss  matters  of  critical  importance  to  women-owned 
businesses  here  in  Pennsylvania,  and  across  the  country. 

The  principal  issues  you  have  asked  me  to  address  today  are 
the  access  that  women-owned  small  businesses  have  to  capital  and 
procurement  opportunities  and  any  obstacles  that  may  be  limiting 
the  ability  of  women-owned  small  businesses  to  obtain  capital. 
I  am  especially  pleased  to  comment  on  these  issues  because 
they  are  the  subject  of  a  special  focus  at  the  SBA. 

Earlier  this  year,  the  SBA  took  a  hard  look  at  its  record  of 
lending  to  women-owned  businesses.   Our  data  showed  that 
historically  only  approximately  10  to  12  percent  of  the  SBA's 
loans  and  loan  guarantees  have  gone  to  women-owned  businesses. 
When  we  considered  that  women-owned  businesses  constitute 
approximately  one  third  of  all  small  businesses,  and  that  women 
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are  entering  business  at  a  faster  rate  than  their  male 
counterparts,  these  figures  looked  especially  dismal. 

However,  because  we  are  not  privy  to  data  on  loan  activities 
undertaken  by  our  lending  partners,  banks  and  non-bank  lenders, 
we  did  not  know  why  women-owned  businesses  are  underrepresented 
in  the  SBA's  loan  data.   Based  on  our  conversations  with  women- 
business  owners,  we  were  convinced  that  there  was  a  need  for 
greater  access  to  capital  by  women.   Their  failure  to  receive 
loan  guarantees  from  SEA  in  percentages  equal  to  male-owned 
businesses  may  result  from  either  of  two  key  factors,  either 
women  business  owners  may  be  reticent  about  approaching  lenders, 
or  their  loan  requests  may  be  turned  away  or  denied  more  often 
than  those  of  men  business  owners. 

Even  without  knowing  the  precise  reason  for  the  disparate 
numbers,  the  SBA  recognized  that  some  action  was  necessary  in 
order  to  assure  that  women  receive  credit  when  it  is  needed  and 
appropriate.   Therefore,  to  help  to  address  this  credit 
shortfall,  the  SBA  devised  two  strategies.   First,  we  made  a 
commitment  to  increase  our  lending  activities  with  women  business 
owners,  and,  as  part  of  former  Administrator  Bowles'  contract 
with  each  District  Office  and  each  District  Director,   goals  for 
loans  to  women-business  owners  were  established.   Secondly,  the 
SBA  initiated  a  Women's  Pre-qualification  Pilot  Loan  Program. 
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This  pre-qualif ication  program  is  really  not  a  new  loan 
program,  rather  it  is  a  new  loan  process.   Ordinarily,  when  a 
small  business  person  needs  a  loan  she  does  not  come  to  the  SBA 
with  a  loan  request.   Instead,  she  goes  directly  to  a  lender. 
The  lender  may  approve  the  request  on  its  own  without  the  SBA's 
guaranty,  may  decline  the  loan  request,  or  may  approve  the 
request  subject  to  the  SBA's  guaranty.   In  the  first  two  cases, 
the  SBA  never  sees  the  loan  application.   Under  our  new  pilot 
pre-qualif ication  program,  the  SBA  has  reversed  this  process.   In 
areas  where  the  pilot  is  operating,  the  women-business  owner  will 
be  referred  first  to  a  non-profit  organization  that  will  provide 
assistance  in  preparing  the  loan  application.   This  application 
will  then  be  submitted  directly  to  the  SBA  for  consideration  for 
pre-qualif ication.   If  the  SBA  determines  that  the  application  is 
credit-worthy,  the  SBA  will  issue  a  pre-qualif ication  letter  that 
the  business  owner  may  take  to  her  lender.   This  letter  is  SBA's 
notice  to  the  lender  that  it  has  reviewed  the  application  and  is 
prepared  to  offer  the  Agency's  guaranty  for  the  loan. 

The  pre-qualif ication  program  is  being  piloted  in  16  SBA 
District  Offices:   Philadelphia,  Pennsylvania;  Augusta,  Maine; 
Albuquerque,  New  Mexico;  Buffalo,  New  York;  Charlotte,  North 
Carolina;  Chicago,  Illinois;  Columbus,  Ohio;  Denver,  Colorado; 
Helena,  Montana;  Louisville,  Kentucky;  New  Orleans,  Louisiana; 
Portland,  Oregon;  Boston,  Massachusetts;  St.  Louis,  Missouri; 
Salt  Lake  City,  Utah;  and  San  Francisco,  California.   The  program 
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has  been  operating  in  most  of  these  areas  since  June  1st.   As  of 
September  28th,  we  received  approximately  2  50  applications  for 
pre-qualification,  issued  approximately  150  pre-qualif ication 
letters,  and  issued  guarantees  to  lenders  for  85  of  the  pre- 
qualif  ied  loans  with  a  total  value  of  approximately  $9.1  million. 

The  pre-qualification  pilot  is  scheduled  to  run  through  the 
end  of  December.   We  have  contracted  with  the  Women's  Business 
Development  Center  in  Chicago,  Illinois,  to  gather  data  during 
the  pilot  and  to  help  us  measure  the  program's  effectiveness. 
The  results  of  this  pilot  will  help  us  to  decide  whether  the 
program  should  be  continued  as  is,  expanded,  changed  or 
discontinued.   We  will,  of  course,  keep  you  informed  on  the 
results  of  this  program. 

We  have  not  limited  our  efforts  on  behalf  of  women  to  this 
pilot  program,  however.   We  have  also  taken  steps  to  ensure  that 
women  are  appropriately  included  in  all  of  our  loan  programs. 
One  program  where  women  have  enjoyed  a  high  percentage  of 
participation  is  the  SBA's  new  low  documentation  loan  program, 
LowDoc.   This  program  was  designed  to  increase  small  business 
access  to  smaller  loans,  those  up  to  $100,000,  by  reducing  the 
paperwork  burden  imposed  on  lenders  for  these  loans.   Under 
LowDoc,  when  a  lender  requests  a  guaranty  on  a  loan  up  to 
$50,000,  it  needs  to  submit  only  one  piece  of  paper.  This  single 
sheet  is  both  the  applicant's  loan  application,  and  the  lender's 
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request  for  the  SBA's  guaranty.   For  loans  between  $50,000  and 
$100,000,  some  minimal  additional  documentation  is  required  by 
the  SBA.   The  SBA  is  especially  proud  that  our  efforts  in 
creating  and  implereenting  LowDoc  earned  us  one  of  Vice  President 
Gore's  coveted  "hammer"  awards  for  improving  customer  service  and 
cutting  red  tape. 

The  LowDoc  program  was  recently  expanded  nationally  and  thus 
far,  has  proved  to  be  a  tremendous  success.   I  mention  it  here 
today  because  this  program  has  clearly  been  beneficial  for  women 
business  owners-   LowDoc  loan  statistics  through 

September  23,  1994,  show  that  women-owned  business  have  received 
29  percent  of  the  total  number  of  LowDoc  loans  (1,503  out  to 
5,175  loans)  and  26  percent  of  the  total  LowDoc  loan  dollars 
($73.5  million  of  $279.3  million). 

Programs  like  LowDoc  and  the  Women's  Pre-qualif ication  Pilot 
Loan  Program,  coupled  with  our  strong  commitment  to  serve  better 
the  borrowing  needs  of  women  business  owners,  have  already  caused 
a  measurable  overall  impact  on  the  SBA's  loan  figures.   As  of 
September  28,  1994,  loans  to  women-owned  businesses  represented 
20  percent  of  the  total  number  of  loans  approved  (6,821  of  34,771 
loans)  and  14  percent  of  the  total  loan  approval  dollars 
(approximately  $1.1  billion  of  approximately  $7.9  billion). 
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women-owned  businesses  that  have  smaller  borrowing  needs  are 
also  being  well-served  by  our  Microloan  Demonstration  Program. 
Under  this  program,  the  SBA  provides  loans  to  qualified  non- 
profit organizations,  "intermediaries."  The  intermediaries  then 
use  the  funds  borrowed  from  the  SBA  to  make  loans  to  small 
business  owners  in  amounts  up  to  $25,000. 

Since  the  first  loan  was  made  under  this  program  in  1992, 
women-owned  business  have  received  approximately  43  percent  of 
all  Microloans  (324  of  1911  loans  made). 

We  are  very  gratified  by  the  increase  in  our  loan  activity 
with  women-owned  businesses  in  all  our  loan  programs  and  expect 
additional  improvement  in  the  years  to  come. 

You  also  asked  for  information  regarding  the  accessibility 
of  procurement  opportunities  to  women-owned  businesses.   In  this 
arena,  too,  the  SBA  has  found  that  women-owned  businesses  receive 
a  disproportionately  small  share  of  opportunities.   In  fiscal 
year  1992,  only  approximately  1.6  percent  of  the  total  Federal 
prime  contract  dollars  went  to  women-owned  businesses,  and  in 
fiscal  year  1993,  this  figure  rose  only  to  1.8  percent.   If  we 
include  subcontract  awards  to  women-owned  businesses,  the  figures 
are  only  2  percent  and  3  percent  for  fiscal  years  1992  and  1993, 
respectively. 
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The  SBA  has  long  recognized  that  women  need  to  be  better 
represented  in  these  figures.   To  this  end,  for  the  past  several 
years,  we  have  worked  with  Federal  agencies  to  establish 
voluntary  annual  procurement  targets  for  prime  and  sub-contracts 
awarded  to  women-owned  businesses. 

As  you  know,  Congress  has  now  specifically  incorporated 
women  into  the  procurement  goaling  process  by  establishing  a  5 
percent  government-wide  goal  for  women-owned  businesses.   In 
addition,  women-owned  businesses  have  been  added  as  a  class  for 
subcontract  plan  goals.   These  changes  are  included  in  the 
Federal  Acquisition  streamlining  Act  of  1994  (more  commonly  know 
as  the  procurement  reform  bill) ,  which  is  scheduled  to  be  signed 
into  law  by  President  Clinton  on  October  6,  1994.   With  those 
changes  and  other  reforms,  the  SBA  expects  that  the  enactment  of 
this  legislation  will  have  a  tremendous  positive  effect  on  the 
participation  by  women  business  owners  in  the  Federal  procurement 
process. 

In  order  to  be  more  responsive  to  the  needs  of  women-owned 
businesses  in  the  Federal  market,  the  SBA  has  also  recently 
implemented  a  new  pilot  program  specifically  designed  to  increase 
the  Federal  procurement  dollars  awarded  to  women-owned 
businesses.   Under  this  pilot,  we  will  be  working  closely  with  10 
Federal  departments  and  agencies  to  explore  ways  to  increase 
procurement  opportunities  for  women.   Together,  we  will  conduct 


b 


54 


outreach  efforts  to  identify  and  enlarge  the  pool  of  women 
business  owners  who  are  interested  in  doing  business  with  the 
Federal  government.   In  addition,  the  participating  agencies  will 
provide  on-site  training  conferences.   These  conferences  will 
include  opportunities  for  the  women  business  owners  to  display 
their  capabilities  to  the  agencies  procurement  personnel  as  well 
as  opportunities  for  the  procuring  agency  to  provide  counseling 
on  doing  business  with  that  agency.   Under  the  final  component  of 
the  program,  the  SBA  will  provide  marketing  assistance  to  a  test 
group  of  women  business  owners  to  enhance  their  skills  and 
techniques  and  to  provide  them  entry  to  Federal  agencies  and 
large  prime  contractors.   As  a  measure  of  the  effectiveness  of 
this  pilot,  we  will  track  the  progress  that  the  participating 
contractors  make  during  the  pilot  period. 

The  SBA  recognizes  that  women-owned  businesses  are  an 
important  segment  of  the  small  business  population  and  has  made  a 
strong  commitment  to  improving  the  access  that  women  business 
owners  have  to  both  loans  and  procurement  opportunities. 

Thank  you,  Mr.  Chairman.   That  concludes  my  prepared 
remarks.   I  will  be  glad  to  answer  any  questions  you  may  have. 
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Good  Morning  Congresswoman  Margolis-Mezvinsky,  Congressmen  Flake  and  Congre<:swoman 
Roybai-Allard     My  name  is  Lynn  Ozer  and  I  am  a  Vice  President  at  CoreStates  Bank.  N  A. 
I  am  the  manager  of  the  unit  responsible  for  the  U.S.  Small  Business  Administration  loans 
Prior  to  this  position  I  had  the  same  responsibilities  at  Bucks  County  Bank  for  twelve  years  and 
before  that  I  worked  for  five  years  as  a  loan  officer  for  the  Small  Business  Administration. 
I  am  currently  on  the  Board  of  Directors  of  the  National  Association  of  Government  Guaranteed 
Lenders,  the  national  trade  association  for  institutions  involved  with  the  programs  of  the  Small 
Business  Administration.    I  am  also  on  the  Board  of  the  Keystone  Small  Business  Assistance 
Group  which  is  a  certified  development  company  primarily  responsible  for  administrating  the 
SBA's  504  lending  program. 

Tliroughout  my  career  I  have  dealt  with  many  women  business  owners  in  their  quest  for  capital. 
I  am  here  to  discuss  my  perception  of  womens"  ability  to  access  financing. 
From  my  vantage  point.  1  do  not  think  that  women  are  discriminated  against  by  lending 
institutions  because  they  are  women.  I  think  that  is  a  perception  problem  on  the  part  of  women. 
Lending  institutions  are  anxious  to  make  loans  to  women.   They  are  not  anxious  to  make  loans 
to  uncreditworthy  businesses.    Small  businesses  in  general  are  more  challenging  to  lend  to.    1 
have  found  the  women  tend  to  present  better  loan  proposals  demonstrating  more  serious  due 
dilligence  and  preparation  than  their  male  counterparts. 

The  Banks  have  capital  to  lend  but  are  subject  to  internal  and  external  audits  along  with 
regulations  with  which  to  conform.   Capital,  collateral,  repayment  capabilities  and  managerial 
competence  must  be  demonstrated.   Small  and  new  businesses  have  trouble  meeting  all  of  these 
criteria  which  contribute  to  the  difficulty  the  owners  experience  when  trying  to  access  capital. 
These  criteria  apply  to  all  business  owners,  not  just  women. 
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Tliis  program  assists  the  Bank  in  lending  money  under  circumstances  which  would  ordinarily  tall 
oiiisidc  of  normal  credit  policies  allowing  the  Bank  to  make  loans  to  less  than  'ideal'  credit 
risks.    Tliese  7  (a»  loans  can  be  made  for  working  capital,  inventory  or  capital  asset 
expenditures. 

Tlic  SB  A  504  loan  program  is  strictly  for  the  purchase  of  long  lenn  capital  assets  The  program 
IS  adnnmstered  through  development  companies  who  are  certified  by  the  SBA  to  act  as  their 
agents  in  this  program.  Briefly  the  small  business  concern  can  borrow  money  to  purcliase  a 
building  or  equipment  by  puttmg  up  only  10%  of  the  project  cost  with  the  certified  development 
company  in  conjunction  with  the  SBA  providing  40%  and  a  lending  institulion  providing  50% 
in  a  first  position. 

These  are  only  two  of  many  specialized  lending  programs  which  exist  to  address  deficiencies 
commonly  found  in  small  businesses  which  create  barriers  to  accessing  capital. 

The  Small  Business  Administration  has  just  started  a  specialized  loan  program  specifically 
entitled  "Women's  Prequalification  Pilot  Loan  Program  "    This  program  literally  walks  a  woman 
through  the  entire  loan  process  to  alleviate  any  fears  or  misconceptions  women  have  about 
applying  for  a  loan  including  document  preparation,  application  and  analysis,  presentation  to  the 
SBA  and  assistance  to  the  women  in  selecting  a  lending  institution. 

As  a  lender  I  look  forward  to  working  with  women  entrepreneurs  and  certainly  feel  that  the 
lending  institutions  I  have  and  now  represent  encourage  lending  to  women. 
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Woman  business  owners  typically  complain  that  they  cannot  get  a  loan  without  their  husbands 
signature     The  truth  is.  the  Bank  ends  up  with  the  wife's  signature  on  the  majority  of  small 
busmess  loans  when  the  man  is  the  owner  so  that  valid  liens  can  be  placed  on  the  personal 
assets,  specifically  residential  real  estate  which  is  offered  because  it  is  often 
necessary  to  collateralize  small  loans,  especially  in  service  type  businesses  where  there  are  no 
hard  business  assets  per  se. 

Many  women  own  service  type  businesses  so  outside  collateral  will  more  than  likely  be  required. 
Service  companies  are  more  difficult  to  finance  because  of  this  fact  not  because  the  owners  are 
women. 

Capital  investment  in  the  business  is  an  important  factor  in  the  Bank"s  decision  process.   Women 
may  have  difficulty  raising  an  initial  lump  sum  of  capital  to  form  a  strong  enough  ha.se  upon 
which  to  borrow  from  a  Bank.   The  loans  that  are  guaranteed  by  the  government  address  some 
of  these  issues  and  offer  the  Banks  tools  to  help  these  small  business  owners  who  are  often 
women. 

My  Bank  has  responded  to  the  small  business  person's  lack  of  expertise  in  accessing  capital  by 
developing  a  brochure  entitled  "A  Guide  To  Business  Loans."    It  was  created  in  our 
outreach  effon  and  is  extremely  "user  friendly".  It  is  a  step  by  step  procedure  outlining  the  loan 
application  process  and  details  how  the  Bank  analyzes  the  information  provided. 

I  deal  with  loan  programs  everyday  which  are  available  through  the  Bank  in  conjunction  with 
the  U.S.  Small  Business  Administration.    The  most  widely  utilized  program  is  the  SB  A  7  (a) 
lending  program.    Under  certain  guidelines  a  lending  institution  can  loan  money  to  a  small 
busmess  concern  and  obtain  a  guaranty  from  the  government  for  anywhere  from  70%  to  90% 
of  the  loan  amount. 
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Lictle  Souls,  Inc.  is  an  3  yr.  old  company  specializing  in  -■.- 
design,  production,  and  discribucion  of  hand-made  cloth  dolls.  Th= 
company  was  founded  in  1986  by  Gretchen  Wilson  ana  Ccilee;: 
Charleston.  Gretchen  had  been  making  dolls  fcr  25  yrs  .  as  a  way  r.. 
earn  extra  money  for  her  growing  family.  She  and  Colleen  met  i;. 
1979  and  immediately  found  a  shared  philosophical  vie'.vpoint  along 
with  a  distinctive  style  of  design. 

The  Little  Souls  mission  is  to  create  a  quality  product 
reflecting  the  joy  and  spirit  of  children  while  celebrating  their 
glorious  differences.  To  further  this  goal,  we  aggressively  market 
our  philosophy  along  with  our  dolls.  It  was  also  important  fcr 
Gretchen  and  Colleen  to  create  a  business  lifestyle  which  suppcrtea 
their  values  and  choices.  This  lead  us  to  connect  -.-jizh  others  in 
the  business  arena  who  could  help  share  this  vision  of  a  company 
working  both  for  profit  and  social  responsibility. 

This  vision  includes  flex  time,  child  cars  and  health  benefits 
as  standard  company  policy.  Our  unique  working  environment  has 
fostered  a  distinctive  group  of  employees  widely  varied  m  race, 
background  and  nationality. 

Starting  in  a  small  Ardmore  studio  without  a  clear  idea  of  ho:-.' 
successful  we  would  become.  Little  Souls  has  greatly  surpassed  our 
early  expectations.  Our  first  year  in  business  generated  sales  of 
$80,000.  This  year  we  expect  to  reach  ?2, 500, 000  and  employ  over 
fifty  artists.  Our  dolls  have  been  featured  m  museums,  catalogs, 
along  with  Gretchen  on  the  Oprah  Winfrey  Show  and,  most  recently, 
both  Colleen  and  Gretchen  on  the  QVC  home  shopping  network. 

We  believe  our  end  product  is  the  collaborative  effort  of 
interdependent  peoples,  ideas  and  solutions.  Ultimately,  this 
creates  a  thing  of  beauty  no  matter  what  the  perceived  boundaries. 
It  has  also  led  us  to  join  with  communities  around  the  globe  and 
here  at  home  in  order  to  advance  these  ideals.  As  part  of  this 
effort  Little  Souls  established  cottage  industries  with  the  Native 
Americans  here  in  the  Delaware  Valley,  with  the  village  women  in 
FCumasi.  Ghana,  and  lonesti,  Romania.  We  have  also  developed  an 
outreach  program  with  Philadelphia  school  children  designed  to 
benefit,  aid  and  enrich  their  lives  through  our  craft  of  doll 
making . 
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When  we  first  started  Little  Souls,  our  fundamental  problem 
was  also  our  biggest  need... the  need  to  be  taken  seriously. 
Although  living  in  the  "enlightened  90' s",  this  is  still  not  an 
easy  thing  for  women  to  accomplish.  We  found  an  immediate 
roadblock  in  that  our  product,  dolls,  seemed  to  have  a  perception 
of  frivolity.   This  instantly  made  our  mountain  higher  to  climb. 

We  also  had  to  cope  with  being  just  one  company  of  two  women 
in  the  not-so-traditional  field  of  manufacturing.  Natural 
skepticism  amongst  our  contemporaries  was  abundant  from  the  start. 
To  this  we  faced  the  other,  traditional  strains  of  running  a  small 
business  in  conjunction  with  a  house,  a  spouse  and  school  age 
children . 

Our  experience  from  eight  years  ago  was  that  all  models  of 
business  success  seemed  to  be  male  defined.  Because  of  this,  we 
immediately  saw  the  need  to  overcome  a  presumption  that  our  work 
was  of  no  real  value  and  that  what  we  did  was  both  significant  and 
designed  to  succeed  in  the  mainstream. 

Additionally,  like  small  businesses  everywhere,  we  suffered 
from  a  dearth  of  capital.  Eight  years  ago  we  were  forced  to  live 
a  financially  precarious  existence  in  order  to  survive.  Today, 
despite  our  considerably  improved  financial  condition,  we  are  still 
feeling  the  effects  of  this  undercapitalized  beginning.  Suspicious 
of  our  capabilities,  and  with  no  point  of  reference,  vendors  would 
not  extend  credit  and  bankers  would  not  grant  loans.  It  was  not 
until  we  demonstrated  ourselves  to  be  considerably  more  than  just 
women  with  "time  on  our  hands"  that  others  in  the  business 
community  recognized  our  potential  and  that  we  were  really  in  it 
for  the  long  haul.  While  this  is  true  for  any  small  business,  it 
proved  to  be  doubly  true  for  an  enterprise  run  by  women.  Women  in 
business  must  show  stamina. 

It  seemed  that  we  began  to  generate  interest  and  respect  only 
after  we  first  developed  a  track  record  and  then  began  to  surround 
ourselves  with  counsel,  accountants,  and  a  business  consultant. 
This  seemed  to  lend  a  measure  of  comfort  to  those  in  the  mainstream 
with  whom  we  regularly  conducted  business.  We  were  never  quite 
sure  however,  if  our  new  found  credibility  resulted  from  these 
parties  now  being  in  a  position  to  deal  directly  with  other  men. 

Lacking  prior  business  experience,  we  solicit  help  and  "pick 
the  brains"  of  everyone  we  know.  Mainstream  sources  and 
governmental  assistance  have  always  seemed  to  be  complicated,  and 
well  beyond  our  reach.  Two  areas  providing  immediate  comfort  have 
been  "networking"  with  women  in  business  and  other  entrepreneurs. 
In  these  groups  we  found  a  distinctly  similar  approach  and  style  of 
management,  in  large  measure  keeping  with  our  own. 
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As  we  shared  traditional  problems  and  needs,  the  experience 
was  considerably  less  intimidating.  When  we  sought  the  advice  of 
other  entrepreneurs  we  found  an  immediate  acceptance  and 
understanding.  It  was  here  that  we  first  came  to  learn  the  basics 
of  building  a  business,  finding  adequate  capital  and  other 
resources . 

Finding  ourselves  on  common  ground,  small  businesses  and 
others  who  shared  our  vision  of  a  "dual  bottom  line"  did  no\: 
hesitate  in  taking  our  company,  our  work  and  our  philosophy  as 
seriously  as  we  did.  Always  faithful  to  our  philosophy  of  social 
responsibility,  we  quickly  found  ourselves  aligned  with  other,  more 
established  companies  who  shared  in  these  ideals.  To  this  day,  we 
endeavor  to  return  the  favor  and  make  ourselves  available  to  mentor 
and  support  fledgling  enterprise  in  our  community. 

We  eventually  joined  forces  with  the  Social  Venture  Network, 
a  nationwide  organization  devoted  to  introducing  socially 
responsible  investors  to  other  companies  which  build  this 
philosophy  into  their  own  bottom  line.  Currently,  we  are  seeking 
capital  through  the  Investor's  Circle,  a  group  of  socially 
conscious  investors  who  see  a  need  to  encourage  private  equity 
investing  based  on  social  dividends  as  well  as  economic  returns. 

Understanding  that  the  Federal  Acquisition  and  Streamlining 
Act  is  yet  to  be  signed  into  law,  information  about  this  other 
governmental  programs  to  assist  small  and  minority  owned  businesses 
does  not  seem  readily  available.  Because  of  this,  L.S.I,  focused 
its  own  networking  into  different  directions. 

Encouraging  the  creation,  growth  and  success  of  the  small, 
independent  business  should  be  a  cornerstone  of  our  federal 
economic  policy.  Initiatives  to  increase  capital  accessibility  for 
women-owned  small  businesses  are  critical  to  the  success  of  getting 
these  ventures  into  the  economic  mainstream.  Because  of  the  many 
formidable  obstacles  facing  small  business  owners,  any  governmental 
program  .designed  for  their  benefit  should  be  clear  and  well 
defined. 

The  initiatives  need  to  be  presented  before  the  business 
community  in  a  manner  which  stimulates  and  does  not  stifle 
participation.  In  this  fashion  we  take  unnecessary  "guesswork" 
from  the  application  process  which  can  only  encourage  the  existing 
small  businesses  to  grow  and  new  ones  to  form. 
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DISCOVERY  SCHOOOLS,  L.P. 

testimony  for  the 

CONGRESS  OF  THE  UNITED  STATES 

House  of  Representatives 

Committee  on  Small  Business  Field  Hearing 

October  3,  1994 

My  name  is  Carol  Rabe  and  I  am  Chief  Executive  Officer  of  Discovery 
Schools,  Limited  Partners.    We  are  a  work-site  child  care  company  which  means 

WE  PROVIDE  on-site  OR  NEAR  SITE  CARE  AT  THE  WORK  PLACE  FOR  APPROXIMATELY  1600 
children  at   15  LOCATIONS   EVERYDAY.     BUT  I  SERVE  A  THREE  DIMENSIONAL  ROLE  HERE. 

First,  in  the  early  1980's  I  was  an  entrepreneur  with  a  solid  business  plan  and  two 

YEARS  WORTH  OF  PROJECTIONS,  I  HAD  AN  EXCELLENT  CREDIT  RATING,  COLLATERAL,  AND  ONLY 
needed  $20,000  TO  START  MY  FIRST  COMPANY.  THOUGH  I  WAS  TOLD  MY  BUSINESS  PLAN  WAS 
SOUND  AND  THAT  I  WAS  CONSIDERED  AN  EXCELLENT  RISK,  I  WAS  NOT  ABLE  TO  GET  A  BUSINESS 
LOAN  WITHOUT  A  CO-SIGNER.  THREE  SUCCESSFUL  COMPANIES  LATER  -  MY  SECOND  ROLE 
HERE  TODAY  IS  THAT  OF  AN  ENABLER.  AS  CEO  OF  A  WORK-SITE  CHILD  CARE  COMPANY,  I 
PROVIDE  SERVICES  AND  SUPPORT  WHICH  ENABLE  PARENTS  OF  CHILDREN  FROM  6  WEEKS  TO  12 
YEARS  TO  RETURN  TO  -  OR  REMAIN  IN  -  THE  WORK  FORCE.  AND  LASTLY,  I  AM  HERE  TODAY 
AS  A  CORPORATE  EXECUTIVE  AND  SINGLE  PARENT  OF  3  -  WHO  UNDERSTANDS  AS  WELL  AS  ANY 
FEMALE  WHO  GOES  OUT  TO  WORK  EVERYDAY  -  THE  EXTRAORDINARY  AMOUNT  OF  JUGGLING 
THAT  IS  INVOLVED  IN  THE  ATTEMPT  TO  BALANCE  A  PROFESSIONAL  LIFE,  WHICH  REQUIRES  ALL 
OF  YOUR  TIME  IF  YOU  INTEND  TO  BE  COMPETITIVE  IN  YOUR  FIELD  AND  GET  AHEAD,  AND 
FAMILY   LIFE,   WHICH   REQUIRES   ALL  OF   YOUR   TIME   IF  YOU   INTEND  TO  HELP  SHAPE   YOUR 
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CHILDREN'S  VALUE  SYSTEMS  AND  PLAY  AN  ACTIVE  ROLE  IN  THEIR  LIVES. 

My  focus  TODAY  IS  WORK-SITE  CHILD  CARE.    CHILD  CARE  COMPANIES  IN  THE  90'S  ARE 

focusing  on  work-site  related  and  corporate  sponsored  child  care.  we  have  seen 
a  dramatic  change  in  focus  from  residentially  based  centers  (that  is  centers  which 
are  supported  by  and  exist  in  -  neighborhoods)  and  work-site  related  centers  - 
(that  is  -  centers  which  are  at  the  work  place).  parents  today  have  very  little 
time  to  spend  with  their  children.  they  enjoy  sharing  the  commuting  time  to  and 
from  work  wfth  a  cfflld.  on-site  care  enables  parents  to  join  children  for  lunch. 
(Over  70%  of  the  children  we  care  for  at  Discovery  have  at  least  one  parent  join 

THEM  for  LUNCH  EVERYDAY.)    WE  HAVE  NLTRSING  MOTHERS  COME  IN  SEVERAL  TIMES  A  DAY, 

feed  babies  and  go  back  to  work.  we  have  mothers  and  fathers  come  in  on  a  break 
and  participate  in  preschool  circle  time  or  just  stand  over  a  crib  and  watch  an 
infant  or  toddler  sleep. 

Companies  in  the  90's  which  are  addressing  the  child  care  needs  of 

THEIR  employees  DO  SO  IN  ORDER  TO  BENEFIT  RECRUITING,  MORALE  AND  PRODUCTIVrTY,  AND 
to  DECREASE  ABSENTEEISM,  TARDINESS  AND  TURNOVER.  EMPLOYER  AND  GOVERNMENT 
SUPPORT  SIGNIFICANTLY  ENHANCES  BOTH  THE  AFFORDABILITY  AND  THE  ACCEPTANCE  OF  GROUP 
CHILD  CARE.  AN  EMPLOYER  TODAY  HAS  A  VARIETY  OF  ALTERNATIVES  IN  ESTABLISHING  A 
SPONSORED  CHILD  CARE  PROGRAM,  DEPENDING  ON  THE  DEGREE  TO  WHICH  IT  DESIRES 
OPERATIONAL  CONTROL  AND  PROFTT/LOSS  EXPOSURE.  THE  MOST  COMMON  CONCERN  A 
CORPORATION  HAS  -  OF  COURSE  -  IS  LL\BILITY.  JUST  AS  THERE  ARE  NO  UNIVERSAL  STANDARDS 
FOR  CHILD  CARE,  THERE  IS  NO  MANDATE  ON  LIABILITY  INSURANCE.     EMPLOYERS  IN  THE  90'S 
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can  guarantee  child  slots,  which  means  subsidize  employees  directly,  which  means 
or  pay  for  the  improvements  required  to  establish  the  facility  which  means  child 
care  companies  in  the  90's,  like  discovery,  offer  corporate  discounts,  extended 
hours,  holiday  coverage,  24-hour  care  and  sick  care. 

Programs  for  the  care  of  sick  children,  are  the  newest  employer  supported 
programs  and  more  expensive  per  capita,  but  they  have  the  most  substantial  impact 
on  worker  absenteeism. 

In    A    STUDY    OF    500    EMPLOYEES,    CHOSEN    AT    RANDOM,    AT    THE    ADOLPH    COORS 

COMPANY  IN  Colorado,  seventy-seven  parents  reported  missing  a  combined  total  of 

230  DAYS  IN  A  SIX  MONTH  PERIOD,  OR  450  DAYS  PER  YEAR,  DUE  TO  CHILD  CARE  PROBLEMS. 
The  LARGEST  PERCENT  OF  THIS  LOST  TIME,  63%  OR  146  DAYS,  OF  THE  ABSENCES  WERE  DUE 
TO  SICK  CHILDREN.  WHEN  PARENTS  HAVE  DIFFICULTY  FINDING  BACK-UP  CARE  FOR  A  CHILD 
WHO  IS  ILL  THE  PROBLEMS  THAT  RESULT  ARE  LIKELY  TO  REACH  THE  WORK  PLACE  IN  THE  FORM 
OF  EMPLOYEE  ABSENTEEISM  AND  STRESS.  OUR  SICK  CARE  CENTERS  HAVE  DIRECTORS  WHO  ARE 
PEDL\TRIC  RN'S,  COLOR  VIDEO  MONITORS  SUSPENDED  FROM  THE  CEILING  AND  PLEXIGLASS 

dividers  between  beds,  so  children  can  stay  in  bed  and  paint  on  the  plexiglass. 

Standards  of  care  in  our  industry  vary  between  jurisdictions  because  they 
are  governed  by  state  or  local  regulations,  building  and  licensing  code 
compllvnce,  and  locai,  zoning  restrictions.  the  absence  of  a  comprehensive 
crtteru  of  standards  for  providing  child  care,  results  in  a  great  varl\nce  as  to 
the  quality  with  wmch  the  service  is  delivered.  for  example,  in  some  states, 
regulations  require  1  caregiver  for  every  3  infants,  some  states  1  to  4,  and  some 
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AS  HIGH  AS  1  TO  6.  PENNSYLVANIA  REGULATIONS  REQUIRE  1  CAREGIVER  FOR  EVERY  5 
TODDLERS,  IN  SOME  STATES  IT'S  1  TO  7  OR  1  TO  8.  IMAGINE  YOURSELF  RESPONSIBLE  FOR  7 
OR  8  TODDLERS  WHO  ARE  ALL  AWAKE  AT  THE  SAME  TIME. 

When  I  made  the  decision  to  focus  our  company  on  work-site  care  I  had  no 

REAL  conception  OF  THE  NEED  FOR  OUR  SERVICE  OR  THE  ROLE  WE  WOULD  PLAY  IN  FAMILY 
LIFE.  We  ACT  IN  PLACE  OF  THE  PARENT  FOR  MOST  OF  THE  CHILD'S  WAKING  HOURS.  WE 
SERVE  THEM  BREAKFAST,  LUNCH  AND  SOMETIMES  DINNER.  IN  SOME  CASES,  WE  GET  THEM  IN 
PAJAMAS  IN  THE  MORNING  AND  RETURN  THEM  IN  FRESH  PAJAMAS  AT  NIGHT.  WE  HEAR  THEIR 
FIRST  WORDS,  WATCH  THEIR  FIRST  STEPS,  POTTY  TRAIN  THEM,  DISCIPLINE  THEM,  HELP  THEM 
ESTABLISH  VALUE  SYSTEMS.  WE  COUNCIL  FAMILIES  WHO  ARE  GOING  THRU  DIVORCE  AND 
SOMETIMES  REMAIN  THE  ONLY  CONSISTENT  THING  IN  A  CHILD'S  LIFE.  WE  DEAL  DAILY  WITH 
COURT  ORDERS  AND  CUSTODY  BATTLES,  IN  FACT,  I  HAVE  HAD  MORE  THAN  ONE  CHILD  AT  ONE 
OF  OUR  CENTERS,  FAX  A  DRAWING  TO  A  FATHER  OR  MOTHER  AT  THEIR  OFFICE  BECAUSE  THIS 
PARENT  WAS  DENIED  ACCESS  TO  THE  CHILD  DURING  A  CUSTODY  BATTLE,  YET  THIS  WAS  THE 
ONLY  PARENT  THE  CHILD  WANTED  TO  SEE.  PERHAPS  THE  MOST  SURPRISING  THING  TO  ME  WAS 
OUR  ROLE  IN  FAMILY  PLANNING.  PARENTS  PLAN  PREGNANCIES  AROUND  FUTURE  AVAILABILITY 
IN  OUR  INFANT  ROOMS. 

Our  INDUSTRY  PLAYS  A  VITAL  ROLE  IN  WORKING  AMERICA.  CORPORATIONS  SHOULD 
BE  ENCOURAGED  AND  INCENTIVIZED  TO  PROVIDE  WORK-SITE  CHILD  CARE.  HIGH  QUALITY 
CHILD  CARE  SHOULD  BE  AVAILABLE  TO  ALL  AND  THAT  MEANS  IT  MUST  BE  AFFORDABLE.  IT 
SHOULD  BE  UNIVERSALLY  REGULATED  SO  THAT  ONE  ADULT  COULD  NEVER  TRY  TO  CARE  FOR 
MORE  THAN  4  INFANTS  WHO  ARE  ALL  AWAKE  AT  THE  SAME  TIME. 
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FIELD  HEARING  OF  THE  COMMITTEE  ON  SMALL  BUSINESS 
OCTOBER  3,  1994 


LOCATION:   BEAVER  COLLEGE 

A.  Overview 

The  Ben  Franklin  Technology  Center  of  Southeastern  Pennsylvania  operates  a 
microloan  program  --  the  Enterprise  Growth  Fund. 

The  program  began  operation  in  August  1994    It  provides  small  business  loans  ranging 
from  $500  to  $25,000  to  start-up.  newly  established,  and  growing  small  businesses 
The  Fund  targets  low  income,  minority  and  women  owned  businesses  that  are  located 
in  Bucks,  Chester,  Delaware,  Montgomery  or  Philadelphia  counties 

The  Fund  is  an  access  program,  providing  access  to  capital  for  companies  who  banks 
considered  to  be  a  high  risk    We  often  hear  that  women  and  minonties,  especially  start- 
up companies  have  a  difficult  time  getting  funding.   The  Enterprise  Growth  Fund's  niche 
IS  that  it  fills  that  void. 

Through  a  combination  of  funding  and  on-going  technical  assistance.  The  Enterprise 
Growth  Fund  provides  the  assistance  reeded  by  many  budding  entrepreneurs  to  either 
start  a  business  or  expand  a  business. 

Funded  in  part  by  the  Small  Business  Administration,  the  Fund  has  made  17  loans  to 
date.  Six  (6)  loans  have  been  to  women  and  twelve  (12)  loans  have  been  to  minonties. 
The  fund  reports  no  delinquencies  or  charge-off  s  to  date 
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In  the  first  quarter  of  the  21st  century,  it  is  estimated  that  the  major 
working  population  will  consist  of  women.  This  fast-evolving  market 
of  women  in  traditional  and  contemporary  businesses  and  professions, 
will  create  new  demands  for  communication  along  the  information 
superhighway. 

The  Women's  Directory  is  a  business  resource  guide  for  all 
individuals,  companies  and  institutions  wishing  to  address  this 
dynamic  market  now  and  into  the  future.  A  regional  publication,  part 
of  its  proceeds  goes  toward  Women's  Collateral  Funding,  Inc.,  which 
offers  opportunities  to  qualified  entrepreneurial  women  in  the  five- 
county  area. 

The  first  fund  recipients  will  be  announced  at  the  premier  publication 
of  The  Women's  Directory,  to  be  held  at  Hotel  Atop  the  Bellevue  on 
Thursday,  May  5.  At  this  event  a  prototype  of  "Venture  Collateral, "  a 
new  funding  concept  will  be  avaUable.  'T'enture  Collateral"  is  a 
three-way  cooperative  venture:  the  lending  bank,  the  entrepreneur 
and  Women's  Collateral  Funding,  Inc. 

It  is  fitting  and  appropriate,  therefore,  that  the  City  of  Philadelphia 
officially  recognize  with  this  Tribute 

THE    WOMEN'S    DIRECTORY 

as  a  forward-thinking,  current  resource  of  information  that  will 
address  the  societal,  cultural  and  economic  changes  of  a  growing 
professional  and  business  workforce. 
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